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defined 


Canadian Natural is one of the largest independent oil and 
natural gas producers in Canada. We achieved this status 
through our defined growth strategy. Our diversified combination 
of assets in western Canada, the North Sea, and offshore West 
Africa enables us to perform in any economic environment. We 
produce a balanced mix of natural gas, light oil and heavy oil, 
and are planning a major oil sands mining development. 


financial highlights 


2001 2000 1999 
FINANCIAL 

($ millions, except per share data) 
Gross revenue $3,561.4 $3,222.55 $1,286.8 
Cash flow from operations attributable to common shareholders” 1,920.0 1,883.6 VES 
Per share — basic 15.83 16.14 6.96 
— diluted 15.25 15.64 6.85 
Net earnings attributable to common shareholders" 698.2 782.2 200.2 
Per share — basic 5.76 6.70 1,93 
— diluted 5.56 6.50 1.90 
Net capital expenditures 1,884.5 1,136.0 1,900.6 
Acquisition of Ranger Oil Limited - 1,687.3 - 
Long-term debt 2,669.2 2,454.5 2,156.8 
Shareholders’ equity 3,868.9 3,216.9 1,892.0 


After dividend on preferred securities. 


OPERATING 
Daily Production Before Royalties 
Crude oil and NGLs (mbbis/d) 


North America 167 is 87 
North Sea 36 WZ - 
Offshore West Africa 3 2. = 
206 174 87 

Natural gas (mmcf/d) 
North America 906 793 WOM 
North Sea 12 1 - 
918 794 Za 
Barrels of oil equivalent (6:1, mboe/d) 359 306 207 


Average Prices Before Royalties 
Crude oil and NGLs ($/bb/) 


North America See 2 eOO NS mec Sol Sapa EO 
North Sea 38.66 44.61 - 
Offshore West Africa 33.57 Li - 
Company average 24.31 29.99 21.04 


Natural gas ($/mcf) 
North America 5.19 4.53 230 
North Sea 225i 3.66 - 
Company average 5.16 4.53 2.36 


Drilling Activity (net wells) 


North America 1,087 812 WAT 

North Sea 3 1 - 

Offshore West Africa 2 - - 
1,092 813 HEY 

Core Undeveloped Land Holdings (thousands of net acres) 

North America 6,491 6,276 4,849 

North Sea 237 OMA - 

Offshore West Africa 1,194 1,528 


7,822 8,015 4,849 


Cash flow from operations per share attributable Cash flow from operations attributable Net earnings per share attributable 
to common shareholders* ($) to common shareholders ($ millions) to common shareholders* ($) 
1,920.0 
16.14 4583 1,883.6 6.70 


1.14 1.14 


2 98 84 98 86 97 8 9 OF OI 
*Restated to reflect two for one split in June 1993. *Restated to reflect two for one split in June 1993. 


9% 93 94 95 96 97 98 99 O00 OI 
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Our financial performance is strong because we are a low 
cost producer — a core competency we consider to be a sound 
asset. This enables us to deliver value and realize the cash 
flow necessary to keep our company in a solid financial 
position even in volatile market conditions. 


2001 2000 1999 
Reserves Before Royalties 
Crude oil and NGLs (mmbbIs) 
Proved 
North America 644 642 554 
North Sea 85 102 - 
Offshore West Africa 61 Sy - 
790 781 554 
Probable 
North America 95 88 86 
North Sea 23 33} - 
Offshore West Africa Syl 9 - 
169 130 86 
Total 959 911 640 
Natural gas (bcf) 
Proved 
North America 2,566 2,360 2,183 
North Sea 94 91 - 
Offshore West Africa 69 66 - 
2,729 BASIE 2,183 
Probable 
North America 349 402 364 
North Sea 24 23 — 
Offshore West Africa 27 19 - 
400 444 364 
Total 3,129 2,961 PASAY, 
Barrels of oil equivalent (6:1, mmboe) 
Proved 1245 1,201 918 
Probable 236 204 147 
1,481 1,405 1,065 
Net earnings attributable to common Return on average common shareholders’ equity* Reserves per share* 
shareholders ($ millions) (%) (boe) 
782.2 


92 9 4 9 96 97 «98 99 «OOO OO 9 93 9% 95 9 97 98 99 OO 92 93 94 95 96 97 +98 99 «OO 0 


*Includes preferred securities as debt equivalents. *Restated to reflect two for one split in June 1993. 
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letter to shareholders 


The year 2001 was a year of strengthening our position as a 
product-diversified exploration and development company. 
Assets in our core areas are well positioned with defined growth 
strategies in place for natural gas, crude oil and synthetic light 
oil. Our year-over-year natural gas exit volumes increased by 
30% for 2001. We continued to develop our international port- 
folio of light oil assets and we made significant strides in 


making our Horizon Oil Sands Project become a reality. 


Company management believes that a balanced asset base provides less risk when compared to an overweight 
exposure to a sole commodity. It is the strength of our asset base and the Company's adherence to our defined 
and disciplined long-term growth strategy which together provide opportunities for profitable growth. 


FINANCIAL AND OPERATING HIGHLIGHTS 

During 2001, Canadian Natural’s production increased by 17% to over 359 thousand barrels of oil equiv- 
alent from 306 thousand barrels of oil equivalent in 2000. Strong commodity prices enabled the Company 
to generate over $1.9 billion ($15.83 per share) in cash flow from operations and $698 million ($5.76 
per share) in net earnings. Comparatively higher oil prices in 2000 resulted in cash flow of $1.9 billion 
($16.14 per share) and net earnings of $782 million ($6.70 per share). 


During 2001, Canadian Natural proactively managed its exceptional natural gas asset base to take advan- 
tage of high prices during the first quarter. Through its four core natural gas areas the Company increased 
its exit rate production by 450 million cubic feet per day, after adjusting for average declines of 25% on 
existing production. These additions were accomplished through acquisitions and the drilling of 476 natu- 
ral gas wells, including 150 million cubic feet per day of exit production from the Ladyfern prospect. As a 
result of this activity, average natural gas volumes throughout the year were 16% higher than those achieved 
in 2000 and natural gas now represents 48% of the Company’s production mix. 


Average daily crude oil and natural gas liquids production increased by 19% over 2000, largely the result of 
the full year impact of the mid-2000 Ranger Oil Limited (“Ranger”) acquisition. Due to unusually high heavy 
oil price differentials, the Company drilled fewer heavy oil wells than in previous years and during December 
actually reduced output from certain properties. This proactive deferral of production had the desired impact 
and heavy oil price differentials in early 2002 are much lower than those experienced throughout 2001. 


During the year, we also made significant progress on our longer-term projects: 


1 In Northeast British Columbia we continue to identify new natural gas exploration opportunities on our 
existing landbase using the technologies and data that we have gathered from our centrepiece Ladyfern 
asset. Through this exploration effort we expect to be able to offset Ladyfern declines in 2003 and 
continue to grow our natural gas production in the future. 


4 CANADIAN NATURAL RESOURCES LIMITED AR2001 


Steve Laut 


Lyle Stevens Allen Knight Réal Doucet John Langille 


I In offshore Céte d’lvoire, our development of the Espoir field was on time and on budget with light oil 
production to the floating production storage and offtake (“FPSO”) vessel commencing in February 
2002. This first leg of international success will be built upon in coming years with East Espoir field 
production reaching 30 thousand barrels of oil per day. Several other targets in the region will be 
drilled and developed, including the highly prospective Baobab field which was originally discovered 
during the first quarter of 2001. 


1 We achieved significant progress in our Horizon Oil Sands Project as we issued a public disclosure docu- 
ment and completed the first phase of front-end engineering work. The Company's approach for this project 
is to extensively evaluate new technology options and predesign the infrastructure prior to construction. In 
this way, Canadian Natural will increase cost certainty before significant activity begins. A strong staff of 
experts with significant experience in design, construction and operations in each of mining, extraction and 
upgrading has been assembled to lead this work. With the work completed to date, the project is looking 
more robust than anticipated and leads us to believe that this is likely the best undeveloped lease in the 
region. 


I Canadian Natural increased its midstream asset base by purchasing the remaining 50% interest in the 
ECHO Pipeline and assuming operatorship. We also participated in the expansion of the Cold Lake 
Pipeline in which we hold a 15% working interest. The Company now controls the transportation of 
approximately 75% of its heavy oil production to the international mainline pipeline systems. 


We operate under our defined strategies. 


Year-end proved and probable reserves of crude oil and natural gas liquids and natural gas approached 1.5 bil- 
lion barrels of oil equivalent, comprised of 959 million barrels of oil and natural gas liquids and 3.1 trillion 
cubic feet of natural gas. This represents a six percent increase in natural gas reserves and a five percent 
increase in oil reserves from the beginning of the year. The production life of these reserves is 11 years on a 
barrels of oil equivalent basis, with the natural gas reserve life at 9 years and oil reserve life at 13 years. 


Proved reserves account for over 84% of the total reserves, with approximately 32% of these reserves not 
yet developed. The vast majority of proved undeveloped reserves are attributed to heavy oil reserves, reflect- 
ing the Company's large strategic base of heavy oil assets in western Canada. No reserves have been 
recorded for our 100% interest in the Horizon Oil Sands Project near Fort McMurray, Alberta. Our testing 
of these leases indicate that reserves of approximately 6 billion barrels of bitumen will be ultimately recov- 
erable through surface mining and in-situ recovery schemes. 


Proved and probable reserve additions equalled 1.6 times 2001 production (1.3 times using only proved 
reserves), at a finding, development and on-stream cost of $8.47 per barrel of oil equivalent ($9.97 per 
barrels of oil equivalent using only proved reserves). 


CLEAR PATH TO PROFITABLE GROWTH 

Our long-term strategy is based upon ensuring financial strength and operational flexibility. The central 
parameter of the growth strategy is to continue to build a diversified asset base which is balanced between 
natural gas, light oil and heavy oil. The plan further incorporates a balance between exploration and acquisi- 
tions with the cost effective exploitation of those assets. Our focus is on core areas where we understand the 
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Our mission statement brings our company 
together on a daily basis, in all facets of the 
workplace: “To develop people to work together 
to create value for the Company’s shareholders by 
doing it right with fun and integrity.” 


limitations and extent of both the area and the product produced. We strive to maximize our working inter- 
ests and operate all our drilling and production activities. This approach significantly increases flexibility and 
control over the timing and extent of our exploration and development plans as well as our operating costs. 


Our strategy of maintaining financial strength and capital discipline was evident in 2001 as the Company 
continued to improve its financial ratios. Significantly, a highly successful inaugural 10-year debt offering 
in the United States was completed in July. The public debt offering enabled us to cancel three bank lines 
of credit aggregating approximately $1 billion. This was followed up with a 30-year offering that was com- 
pleted in early 2002. Closing long-term debt reflected a 1.4x debt to cash flow ratio and a debt to book 
capitalization of 42.5%, well within the Company’s guidelines for balance sheet management. 


Canadian Natural also believes in being a meaningful participant in the communities in which we conduct 
our business. Over the past year, we conserved 29.5 million cubic feet per day of solution gas by decreas- 
ing flaring and venting of natural gas at our large-scale projects such as Pelican Lake and other oil 
properties. With respect to community responsibility, we initiated Petroleum Employment Training pro- 
grams to provide industry employment opportunities for aboriginal people. We also made significant 
financial donations to the University of Alberta Faculty of Engineering and the Alberta Children’s Hospital. 


By working together, we are determined 


OUTLOOK FOR 2002 

As we look into 2002, we see further growth. Already this year we have achieved first oil at our interna- 
tional development in Céte d’lvoire. The Espoir project was completed on time and on budget, and has 
initial production levels in excess of our original expectations. We will add to this international success 
with additional drilling in Céte d’lvoire. At Baobab, our exploration well was followed by the drilling of a 
second successful well which tested at 10 thousand barrels of oil per day. Additionally, a new nearby 
prospect called Kossipo will be drilled in 2002. 


In Canada, our natural gas success continues with new pipeline capacity from the Ladyfern region avail- 
able in early March 2002 and five new Slave Point prospects being drilled in the Ladyfern region during 
the first quarter of 2002. At Pelican Lake, we will commence testing of our new emulsion flood that could 
add significantly to the total oil reserves recoverable from the pool. Government approvals for our Primrose 
thermal oil expansion are expected in 2002, following which we will convert to high pressure steam injec- 
tion, yielding production increases over the next few years. On our world-class oil sands project, Horizon, 
we will initiate formal regulatory processes in the summer of 2002 with construction anticipated to com- 
mence in 2004. 


Finally, our proactive curtailment of heavy oil production in 2001, including a reduction in the number of 
heavy oil wells drilled and a change in the steaming pattern at Primrose, has helped to narrow the heavy 
oil differential back to historical levels. We continue to monitor this market and continue to work on strate- 
gies to eliminate some of the uncertainty surrounding this commodity pricing. 


Based upon a $1.5 billion dollar capital budget in 2002, the Company expects to produce an average of 
379 thousand to 393 thousand barrels of oil equivalent per day, a seven percent increase over 2001 
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Everyday, our multi-disciplinary teams work 
together to find optimal business solutions. environmental responsibility 


levels. This increase is comprised of natural gas production increases to between 1,075 million and 1,125 
million cubic feet per day (versus the average of 918 million cubic feet per day sold in 2001) and aver- 
age oil and liquids sales to between 200 thousand and 210 thousand barrels per day (versus the average 
of 206 thousand barrels per day in 2001). 


TEAM EFFORT 

We have a proven track record of effective decision making, led by the synergies created through our broad 
based approach to corporate management. We believe every employee’s opinion contributes value. Through 
a flat corporate structure we have created an infrastructure which facilitates communication of these opin- 
ions and suggestions to the Management Committee on a weekly basis. This Committee collectively 
represents the roles of Chief Executive Officer, Chief Financial Officer and Chief Operating Officer. 


Teams within each business area provide first hand insight into the issues necessary to make good busi- 
ness decisions. These teams include members of various professions and expertise working together on 
various projects and regions. 


This structure has proven effective in adding shareholder value and is consistent with our corporate mis- 
sion statement: “To develop people to work together to create value for the Company’s shareholders by 
doing it right with fun and integrity”. 


to achieve our full potential. 


The entire management team is very excited about our future prospects, and we look forward to continu- 
ing to deliver top tier results to our shareholders. We would also like to thank our employees, whose hard 
work and dedication to our mission statement and company has propelled Canadian Natural to where we 
are today. Also, we appreciate the consistent and beneficial contribution of our Board of Directors and the 
continued support of our shareholders. 


On behalf of the Board of Directors, 


John G. Langille Allan P. Markin 


President Chairman 
March 18, 2002 
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Nachtegaele, Aleksandra Naczk-Cameron, Elly Nance, Rick Napier, Bill Navratil, Randy Necember, Vincent Nelson, Brad Nessman, Monty 
Neudorf, Melissa Neumeier, Jason Newman, John Newman, Kevin Newton, Eileen Ngo, Tai Nguyen, Thu-Van Nguyen, Fawn Nichol, Lyle 
Nichols, Josie Nicolajsen, lan Noble, Scott Noble, David Noel, Greg Nolin, Robert Norman, Troy Normand, Darcy Nowak, Edward Nunes-Vaz, 
Kelvin Nurkowski, Robert Nuytten, Wayne Nyholt, Jason Nykolaychuk, Katie Oates, Deanna Olichny, Dianne Oliveira, Jason Ollikka, Richard 
Olsen, Vane Orcutt, Steve O'Reardon, Flora O'Reilly, Colette Orr, Neil Orr, Wayne Otteson, Jolanta Ouellette, Jean Ousset, Peter Owens, Dennis 
Ozaruk, Ron Pacholuk, Doug Page, Marcus Pagnucco, Michael Palmer, Beata Pankiw, Bernard Parenteau, Clement Parenteau, Blaine Parker, 
David Parker, Barry Parkin, Lawrence Paslawski, Randy Passmore, Michael Pasveer, Malcolm Pattinson, Rick Pay, David Payne, Dean Payne, 
Keith Payne, Laurel Payten, Gary Pearce, Pam Pearson, Shawn Pedersen, Brian Pederson, Robin Penner, Kevin Pennington, John 
Perepelecta, Tarla Persaud, Carlo Pesce, Bill Peterson, Brenda Peterson, Henry Petrie, Rodney Petrie, Lucyna Pettigrew, Ron Pilisko, Kathy 
Pinco, Susan Pinel, Nigel Platt, Louis Plouffe, Ted Plouffe, Hector Poirier, Marie-Anne Poirier, Donna Poitras, Eleanor Polson, Robert Pool, Chris 
Poole, Carol Porter, Patti Postlewaite, Jeffrey Poth, Bruce Powell, Neil Powell, Susan Powell, David Pratt, Adela Prior, Doug Proll, Jacques 
Proulx, Trent Pylypow, Warren Raczynski, Myron Rak, Maritess Ramirez, Ruth Ramonas, Kerri Ramsbottom, Tom Rangen, Stojan Ratkovic, 
Brenda Read, Duane Reber, Bernie Redlich, Lori-Anne Reed, Tim Reed, Duncan Rehm, Carmon Reich, Jim Reichert, Stefan Reiter, Mike Rew, 
Pat Reynolds, Warne Rhoades, George Rhyason, Robert Richardson, Wesley Richardson, Robert Riddell, Joanne Riggall, Carl Ringdahl, Elaine 
Roberts, Jimmie Roberts, Judie Roberts, Christine Robertson, Dale Robertson, Nancy Robertson, Gene Robinson, Roger Rodermond, Ryan 
Roe, Louis Romanchuk, Dwayne Romanovich, Joy Romero, Linda Romness, Dennis Ross, Graham Rosso, Barry Rosychuk, Rick Rosychuk, 
Nicci Roth, Tom Roth, Judy Rotzoll, Richie Rovere, Scott Rowein, Zenita Ruda, Nigel Rusk, Mark Russell, Colin Russett, 


Thank you for living the mission statement. 


Matthew Russett, Brian Rutledge, Hal Rutz, Tony Sabelli, Mikael Sabo, Pedro Salomao, Erin Sanderson, Pearl Sands, Rosa Santo, Joselyna 
Santos, John Sargent, Lisa Saumier, Christine Savary, Luc Savoie, Denise Sawchyn, Robert Schaap, Judy Schafer, Alison Scheers, Barry 
Schellenberg, Lance Schelske, Sally Schick, Ronald Schlachter, Beat Schmid, Raquel Schmidt, Valerie Schmidt, Christopher Schneider, Craig 
Schneider, Ronald Schnieder, Stephen Schofield, Norm Schonhoffer, Emily Schroeder, Sheldon Schroeder, Tricia Schuh, Anna Schuler, Donna 
Schuler, Stephen Schultheiss, Marilyn Schultz, Lorne Schwetz, Lorraine Schwetz, Curtis Scott, John Scott, Marjorie Scott, Ronalda Scott, Brian 
Segouin, Roland Senecal, David Sergeant, Ken Seymour, Gilbert Shantz, Marilyn Shaw, Dorothy Shea, Robert Shears, Judi Shermerhorn, Feng 
Shi, Annette Shillam, Boaz Shilmover, Mark Shrosbery, Steve Siemens, Wayne Sikorski, Lorraine Silas, Barbara Simpson, Dennis Sinclair, Paul 
Siree, Michael Skipper, Doreen Smale, David Smart, Bonnie Smith, James Smith, Lawrence Smith, Nancy Smith, Tina Smith, Allen Smyl, Heidi 
So, Lumbo Soma, David Spetz, Melanie Sprake, Lawson Squire, Roy St. Pier, Robert St. Amant, lan Stacey-Salmon, Stacey Stadnyk, Rodney 
Stahn, Karen Stairs, Randy Stamp, Kris Stark, Scott Stauth, Jerry Stefanyshyn, Wayne Steffen, Lyle Stevens, Robert Stevenson, Lorie Stewart, 
Wendy Stewart, Bill Stiles, Stewart Stirling, Katrina Stockman, Melinda Strachan, Wade Strand, Rodney Strate, William Strecker, Bill Stretch, 
Kevin Stromquist, Stephen Suche, Mark Sullivan, Vartan Sultanian, Shiraz Sumar, Jodi Sutherland, Rick Swanson, Halina Swierz, Jill Symonds, 
Shane Sypher, Nick Tannahill, Krystalle Tanner, Kari Tansowny, Boyd Tarasoff, Dan Tarasoff, Ron Taron, Joanne Taubert, Barry Taylor, Bill 
Taylor, Cathy Taylor, George Taylor, James Taylor, Leanne Taylor, Verlynn Taylor, Robert Templeton, Leighton Tenn, Kurt Tenney, Rob Tenney, 
Marilyn Tenold, Kate Terry, Marc Theroux, Karen Thistleton, George Thomas, Laurie Thomas, Scott Thompson, Herb Thompson, Mark 
Thompson, Adele Thomson, Todd Thomson, Bruce Thornton, Keith Thornton, Margaret Thurmeier, Terry Tillotson, Brian Timmerman, Simon 
Timothy, Al Tokarchik, Dale Tomlinson, Seema Toor, Julie Tooth, Derek Toullelan, Catherine Trenouth, Michelle Trepanier, Terry Turgeon, David 
Turk, Stanley Turner, Connie Ugaddan, Gregory Ulrich, Allan Valentine, Louis Vallee, Richard Van Appelen, Karen Van Breda, Vyvette 
Vanderputt, Collin Vare, Dale Vickery, David Vieira, Wilf Vielguth, Andrew Vinall, Victoria Vinkle, Nigel Vivian, Leo Vollmin, Luke Vondermuhll, 
Duncan Wade, Dwight Wagner, Joy Wagner, Gale Wagner Brown, Juon Wah, Marie Wallace, Vince Wallwork, Blaise Wangler, Kirk Ward, 
Wanda Warman, Godfried Wasser, Abena Watson, Randall Weeks, Lionel Weinrauch, Randy Weir, Mark Wenner, Dwayne Werle, 
Stuart Wesson, Darcy Weston, Terry Wetzstein, Bob Wheeler, Francis White, Ken White, Heather Whynot, Debbie Wiens, Cameron Wietzel, 
Barry Wigely, Zandra Wigglesworth, Bill Williams, Grant Williams, Ebonie Williamson, Jeff Willick, Robin Willis, Wayne Willis, Susan 
Wills, Christian Willson, Curtis Wilson, Darryl Wilson, Jeff Wilson, Nancy Wilson, Ruth Wilson, Shari Wilson, Woodrow Wilson, Patrick Wiltse, 
Jodie Winquist, Garrett Wirachowsky, Paul Wiseman, Scott Wolfson, Colin Woloshyn, Jason Wong, Jennifer Wong, Kitty Wong, Bette Wood, 
Philip Wood, Roxanne Wood, Gloria Woods, Daron Woolf, Sidney Wosnack, Raymond Wourms, Brent Wychopen, Guy Wylie, George Wyndham, 
Barry Wynne, Valerie Wyonzek, James Yaroslawsky, Betty Yee, Davin Yee, Gordon Yee, Michael Yee, Heather Yewchuk, Tony Yip, Flint York, 
Daryl Youck, Richard Young, William Yuill, Robert Zabot, Glenn Zeebregts, Diane Zeliznik, Denis Zentner, Brenda Ziegler 
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Strategy defi ned 


We significantly grow and maintain our 


business through a defined growth strategy. 
We are the operator and have high 


working interests on the majority 
of our assets. 


near-term 


mid-term 


long-term 


2001 


2002 
2003 


2004 


2005 


2006 


2007 
2008 
2009 


Natural Gas 
Light Oil 
Heavy Oil 


Oil Sands 


Natural Gas 
Light Oil 
Heavy Oil 


Oil Sands 


Natural Gas 
Light Oil 
Heavy Oil 


Oil Sands 


| owner operator 

| core area focus 

| balanced assets 
| project inventory 


| capital discipline 
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review of operations 


North America\/ 


North Sea 


| 


production and sales 


Natural gas sales rose significantly during 2001 to average 918 million cubic feet per day, a 16% increase 
over 2000 sales. The Northeast British Columbia/Northwest Alberta region accounted for the majority of 
natural gas production with average sales of 368 million cubic feet per day, 40% of the Company’s total 
natural gas production. Production from the Northern Alberta region rose by 7% to average 322 million 
cubic feet per day. The Southern Alberta region’s production amounted to 162 million cubic feet per day, 
an 8% increase from 2000. 


Crude oil and natural gas liquids production averaged 206 thousand barrels per day, an increase of 19% 
from 2000 production. This reflects the full year inclusion of the mid-2000 Ranger acquisition. 
Production from the heavy oil area of East Alberta/West Saskatchewan averaged 97 thousand barrels per 
day, with Pelican Lake contributing an average of 35 thousand barrels per day. Light oil production from 
North America was 35 thousand barrels per day, in addition to 39 thousand barrels per day contributed 
by producing fields in the North Sea and offshore West Africa following the Company’s first full year of 
production from these assets. 


On a barrels of oil equivalent basis, natural gas production amounted to 43% of total company produc- 
tion, with crude oil and natural gas liquids accounting for the remaining 57%. Heavy oil accounted for 
27% of the total barrel of oil equivalent production, with light and Pelican Lake oil providing 30%. 


Corporate Production Allocation 
2001 Average Production, boe/d (6:1) 


Offshore West Africa| 


North Sea 


\\| North America 


Natural Gas Light Oil 


Heavy Oil 


East Alberta 
4 7 


Saskatchewan Thermal 
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Natural gas production Crude oil and NGLs production 
(mmcf/d) (mbbls/d) 


undeveloped land 


Canadian Natural owns one of the largest undeveloped land inventories in western Canada. During 2001, 
the Company’s undeveloped net acreage reached 6.5 million net acres, growing by 3% over the 6.3 mil- 
lion net acres of 2000. The additional acreage was primarily added to the Company’s core regions of 
Northern Alberta and Northeast British Columbia/Northwest Alberta, providing the necessary assets for 
future exploration and exploitation of oil and natural gas reserves. 


CANADIAN LANDHOLDINGS 


(thousands of acres) 2001 2000 
Gross Net Average Gross Net Average 
Acres Acres Interest % Acres Acres Interest % 
Developed 4,496 3,627 81 4,345 3,398 78 
Undeveloped 7,506 6,491 86 Hes 6,276 82 
Total 12,002 10,118 84 11,960 9,674 81 


NET UNDEVELOPED LAND BY CORE AREA 


(thousands of acres) 2001 2000 
Northeast British Columbia/Northwest Alberta 1,553 1,442 
Northern Alberta 2,573 2,378 
Horizon Oil Sands 236 Zou 
East Alberta/West Saskatchewan 1,105 1,090 
Southern Alberta 654 539 
Southeast Saskatchewan 151 369 
United Kingdom North Sea 237 211 
Offshore West Africa 1,094 1,528 
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seismic 

With Canadian Natural’s emphasis on internally generated prospects, both 2-D and 3-D seismic are 
required to achieve exploration success. In Canada, Canadian Natural invested $45.8 million in 2001 to 
acquire new seismic data and to purchase and reprocess existing data. In total, the Company shot 3,200 
kilometres of conventional seismic and 288 square kilometres of 3-D data. In addition, more than 6,207 
kilometres of conventional seismic and 485 square kilometres of 3-D data was purchased. 


Internationally, Canadian Natural uses seismic extensively to determine the viability of its exploration prospects. 
Since commencing operations outside Canada, the Company has been actively involved in seismic programs cov- 
ering over 6,760 kilometres of conventional seismic. Additionally, over 53,000 kilometres of conventional data 
and 4,466 square kilometres of 3-D seismic were purchased. 


drilling activity 

Canadian Natural drilled 1,092 net wells in 2001, a record high for the Company and a 34% increase over 2000 
activity. The drilling program resulted in 476 natural gas wells, 231 oil wells, 337 stratigraphic wells and 16 
service wells. Canadian Natural achieved a success rate of 97%, surpassing the Company’s excellent perform- 
ance from 2000. The average working interest of wells drilled in 2001 was 88%, preserving the practice of 
operating with high ownership. 


Canadian Natural responded quickly to high North American natural gas prices by drilling 476 successful 
natural gas wells, the largest natural gas drilling program ever for the Company. The Company’s large and 
diverse land base afforded Canadian Natural the opportunity to pursue higher risk, deep prospects in 
British Columbia while pursuing a large complementary low risk program in other core areas. 


In North America, Canadian Natural drilled 25 light oil wells. The Company continued with its development 
of the Pelican Lake property, drilling 100 horizontal wells. Only 103 heavy oil wells were drilled due to low 
commodity prices resulting from wide heavy oil price differentials. Eighty-nine of these wells were drilled as 
vertical or slant wells for primary production in the Bonnyville area of Alberta. An additional 14 horizontal 
well pairs were drilled for the continued development of the Primrose thermal recovery project. 


Internationally, in the North Sea, Canadian Natural drilled 2.9 net wells: 2.2 oil wells and 0.6 water injection 
wells. In Céte d’lvoire, 1.8 wells were drilled by the Company: 1.2 oil wells and 0.6 water injection wells. 


DRILLING ACTIVITY 
(number of wells) 2001 2000 1999 


7 Gross Net) Gross) Net’ ~OGross,—sNet 
Natural gas 576 476 474 408 481 458 
Oil 270 231 SUS) 333 229 Zale: 
Injection/strat tests 356 353 42 38 Il 9 
Dry 36 32 46 34 54 49 
Total 1,238 1,092 937 813 WUE 727 
Success rate 97% 96% 93% 


DRILLING ACTIVITY BY CORE REGION 


(net wells) 2001 2000 1999 
Northeast British Columbia/Northwest Alberta 92 103 74 
Northern Alberta 185 245 159 
Horizon Oil Sands Project 257 2 - 
East Alberta/West Saskatchewan 222 208 136 
Southern Alberta 326 238 344 
Southeast Saskatchewan 4 1} 14 
United Kingdom North Sea S 1 - 
Offshore West Africa 2 - - 
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owner operator 
core area focus 
balanced assets 
project inventory 


capital discipline 


Our project inventory defines near, mid and team commitment 
long-term vision for future profitable growth. | environmental responsibility 


reserves and reserve replacements 


Canadian Natural retains independent petroleum engineering consultants, Sproule Associates Limited 
(“Sproule”), to evaluate the Company’s proved and probable oil and natural gas reserves and prepare the 
Evaluation Report on the Company's total reserves. For the year ended December 31, 2001, the independent 
evaluator’s report incorporated 91% of the Company’s reserve value with the Company internally evaluating the 
remaining 9%, which are generally comprised of reserves in properties not currently strategic to the Company’s 
core business areas. The Board of Directors of the Company has a Reserve Committee, which has met with 
Sproule and carried out independent due diligence procedures with Sproule as to the Company’s reserves. 


Of interest is the change in proved undeveloped (“‘PUDs”) oil and natural gas liquids (“NGLs”) reserves 
year over year. In North America the percentage of PUDs decreased from 41.6% to 40.6% of total proved 
reserves. Almost all North American PUDs are attributed to heavy oil reserves. This is due to the multi- 
zone nature of primary heavy oil developments, as not all zones in each wellbore can be brought on stream 
at the same time when the well is drilled. Thermal heavy oil has a high degree of reservoir delineation (via 
stratigraphic test wells) before development and production is brought on stream. This results in a higher 
percentage of PUDs compared to conventional oil and natural gas reserve bases. 


Natural gas PUDs in North America are low at 10.8% of total proved reserves at the end of 2001, com- 
pared to 17.9% at the end of 2000. This reflects the Company’s focus on increasing natural gas 
production in 2001 during a period of high commodity prices. 


In offshore West Africa, a significant amount of oil reserves (51 million barrels) are booked as probable 
reserves. These are reserves associated with the waterflood at Espoir in Céte d’lvoire. These reserves were 
not booked as proved reserves at year end 2001 as water injection had not commenced. The Company has 
been injecting water at Espoir since the middle of February 2002, and on successful implementation of 
the waterflood these reserves will be reclassified as proved. 


No reserves have been assigned by the Company or Sproule to the Horizon Oil Sands Project. Canadian 
Natural’s internal estimate of recoverable bitumen is 6 billion barrels. Canadian Natural owns 100% of 
these estimated reserves with production scheduled to commence in 2007. 


Total natural gas reserves Total crude oil and NGL reserves 
(bef) (mmbbls) 


3,129 


2,961 


= Probable MM ©” Proved Probable =H | Proved 
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RESERVES BEFORE ROYALTIES 


December 31, 2001 


Proved Proved Proved 
Developed Undeveloped Total Probable Total 
Crude Oil and NGLs (mmbbis) 
North America 382 262 644 95 739 
North Sea 54 31 85 23 108 
Offshore West Africa 21 40 61 51 112 
457 S33 790 169 959 
Natural Gas (bcf) 
North America 2,288 278 2,566 349 2,915 
North Sea 19 75 94 24 118 
Offshore West Africa Le, 52 69 27 96 
2,324 405 2,/29 400 3,129 
Total Reserves (mmboe 6:1) 845 400 1,245 236 1,481 
Present Value of 
Reserves ($ millions) 
10% discount $ 7,850 $ 1,699 $ 9,549 $ 847 $ 10,396 
15% discount $ 6,679 See ae $ 7,856 $ 642 $ 8,498 
December 31, 2000 
Proved Proved Proved 
Developed Undeveloped Total Probable Total 
Crude Oil and NGLs (mmbbIs) 
North America 375 267 642 88 730 
North Sea 72 S10) 102 33 135 
Offshore West Africa 3 34 Sy) 9 46 
450 Sieh 781 130 911 
Natural Gas (bcf) 
North America WS)e37/ 423 2,360 402 2762 
North Sea Si 60 91 23 114 
Offshore West Africa - 66 66 19 85 
1,968 549 PSI 444 2,961 
Total Reserves (mmboe 6:1) 778 423 LO) 204 1,405 
Present Value of 
Reserves ($ millions)? 
10% discount $ 9,257 $ 2,295 $ 11,552 $ 868 $ 12,420 
15% discount $ 8,066 $ 1,783 $ 9,849 $ 692 $ 10,541 


“Excludes provisions for abandonment costs and income taxes. 


Value of the probable reserves is reduced by 50% to account for risk. 
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RESERVES RECONCILIATION 


North North Offshore 

America Sea West Africa Total 
Crude Oil and NGLs (mmbbis) 
Proved Reserves 
Reserves, December 31, 1999 554 ~ - 554 
Extensions and discoveries 67 - - 67 
Property purchases 77 105 36 218 
Property disposals (15) - = (15) 
Production (57) (6) (1) (64) 
Revisions of prior estimates 16 3 2 21 
Reserves, December 31, 2000 642 102 Sy, 781 
Extensions and discoveries 14 = 38 52 
Property purchases 16 - 8 24 
Property disposals (1) - - (1) 
Production (61) (13) (1) (75) 
Revisions of prior estimates 34 (4) (21) 9 
Reserves, December 31, 2001 644 85 61 790 
Probable Reserves 
Reserves, December 31, 1999 86 = ~ 86 
Extensions and discoveries 1 ~ ~ il 
Property purchases 21 35 9 65 
Property disposals (10) ~ - (10) 
Revisions of prior estimates (10) (2) = (12) 
Reserves, December 31, 2000 88 Sis! 9 130 
Extensions and discoveries (1) (1) = (2) 
Property purchases 1 - 19 20 
Property disposals - - - - 
Revisions of prior estimates 7 (9) 23 21 
Reserves, December 31, 2001 95 23 51 169 
Total Reserves, December 31, 2001 739 108 112 959 

North North Offshore 

America Sea West Africa Total 
Natural Gas (bcf) 
Proved Reserves 
Reserves, December 31, 1999 2,183 ~ - 2,183 
Extensions and discoveries 250 - ~ 250 
Property purchases 267 89 64 420 
Property disposals (41) = - (41) 
Production (290) (1) = (291) 
Revisions of prior estimates (9) 3 2 (4) 
Reserves, December 31, 2000 2,360 91 66 BIST 
Extensions and discoveries 470 1 - 471 
Property purchases 167 - 24 191 
Property disposals (25) - ~ (25) 
Production (331) (4) - (335) 
Revisions of prior estimates (75) 6 (21) (90) 
Reserves, December 31, 2001 2,566 94 69 2,729 
Probable Reserves 
Reserves, December 31, 1999 364 - - 364 
Extensions and discoveries 15 - - 15 
Property purchases 48 21 4 73 
Property disposals (4) - - (4) 
Revisions of prior estimates (21) 2 INS} (4) 
Reserves, December 31, 2000 402 23 19 444 
Extensions and discoveries 9 (1) - 8 
Property purchases 23 - a 34 
Property disposals (6) - - (6) 
Revisions of prior estimates (79) 2 (3) (80) 
Reserves, December 31, 2001 349 24 27 400 
Total Reserves, December 31, 2001 2,915 118 96 3,129 
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RESERVES CLASSIFICATION BY PRODUCT 


(6:1 boe basis as at 
December 31, 2001) 
Light Oil and NGLs 
North America 
North Sea 
Offshore West Africa 


Heavy Oil 
North America — Primary 
North America — Thermal 


Pelican Lake Oil 
North America 


Total Crude Oil and NGLs 
North America 
North Sea 
Offshore West Africa 


Natural Gas 
North America 
North Sea 
Offshore West Africa 


Total boe 


FINDING AND ONSTREAM COSTS 


Capital expenditures ($ millions) 


Corporate acquisition 
Net property acquisitions 


Land acquisition and retention 


Seismic evaluations 


Well drilling, completion and equipping 
Pipeline and production facilities 
Total net reserve replacement expenditures 


Cost of net reserve replacement including 


reserve revisions ($/boe) 
Proved 
Proved and probable 


Proved Proved Proved 
Developed Undeveloped Total 
(%) (%) (%) 
7 - 7 
4 3 ii 
2 3 5 
iS} 6 19 
6 2 8 
14 lay, Sil 
20 19 39 
4 1 5 
31 20 51 
3 7 

2 3 5 
37 26 63 
30 4 34 
iL 1 2 
- 1 1 
31 6 Siu 
68 32 100 
2001 2000 

$ —- $1,687.3 
519.2 150.2 

100.5 US) 

94.6 40.5 

644.7 524.0 

395.0 SI85.7/ 

$ 1,754.0) 39281724 

ey EES SE fails! 
Susy ee OnZS 
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Probable 
(%) 


31 


100 


1999 


$ = 
1,422.3 
46.2 
IVS, 
274.8 
143.2 

$ 1,904.4 


$ 4.90 
$ 493 


Proved & 
Probable 


(%) 


100 


Three 
Year Total 


$ 1,687.3 
ASOD IL 7 
226.4 
HSSKO 
1,443.5 
S139) 

$ 6,475.8 


8 G7/S 
Gale 


To manage the outcome of our planned 
activities, we own and operate 90% of our 
western Canadian operations and 60% of 
our international projects. 


RESERVES EVALUATION PRICING MODELS 


CRUDE OIL Company 
Average 

Price 

($Cdn/bb!) ($US/bbI) 


December 31, 2001 
Reserves Evaluation Pricing Model" 


2002 18.36 
2003 20.85 
2004 23.44 
2005 23.75 
2006 24.01 


December 31, 2000 
Reserves Evaluation Pricing Model 


2001 28.52 
2002 26.41 
2003 23.64 
2004 23.64 
2005 23.59 
NATURAL GAS 
Company 
Average 
Price 
($Cdn/mcf) 
December 31, 2001 
Reserves Evaluation Pricing Model" 
2002 3.80 
2003 4.33 
2004 4.32 
2005 4.33 
2006 4.42 
December 31, 2000 
Reserves Evaluation Pricing Model® 
2001 8.78 
2002 6.00 
2003 4.99 
2004 4.78 
2005 4.69 


owner operator 


core area focus 

balanced assets 

project inventory 

capital discipline 

team commitment 
environmental responsibility 


WTI at Hardisty 

Cushing, Heavy 
Oklahoma 12° API Brent 

($Cdn/bbl) ($US/bb!) 
19.90 14.41 18.40 
20.64 18.44 19.11 
2112 21.58 19.29 
21.44 22.13 19.58 
21.76 22.62 19.87 
28.20 21.87 26.60 
24.41 21.84 22.78 
Pal 20.54 19.47 
21.44 PAN {ONL 19.76 
21.76 20.98 20.06 
British 
Henry Hub, Alberta Columbia 
Louisiana Plantgate Plantgate 


($US/mmbtu) ($Cdn/mmbtu) ($Cdn/mmbtu) 


2.89 3.80 3:75 
3.24 4.35 4.30 
3.25 4.36 4.26 
3.25 4.36 4.26 
Sh 74°) 4.44 4.34 
6.34 8.40 9.02 
4.56 5,87 6.09 
3.88 4.91 4.98 
373 4.76 4.59 
3.63 4.75 4.34 


“Sproule January 1, 2002 pricing model adjusted for quality and transportation. 
@§proule January 1, 2001 crude oil and NGL pricing model adjusted for quality and transportation. 
Natural gas pricing model supplied by the Company based on existing and future natural gas marketing arrangements. 
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marketing 


NATURAL GAS 

Average North American natural gas prices in 2001 at NYMEX increased 12% over the previous year to 
US $4.38 from US $3.91 per million British thermal units (“mmbtu”). Similarly, pricing in Alberta 
increased 25% to $6.25 per mmbtu from $5.02 in 2000. 


During the first quarter of 2001, the demand for natural gas was strong due to increased demand from the 
electricity generation sector and early winter temperatures. The quarterly average prices were US $7.27 per 
mmbtu on the NYMEX and $10.34 per mmbtu in Alberta. North American drilling activity was at a record 
level at the same time as industrial natural gas demand was markedly slowing down under extremely chal- 
lenging economics. 


The tragic events of September exacerbated an already weakened economy and when combined with the 
record low heating demand, average natural gas pricing for the fourth quarter dropped to US $2.50 per 
mmbtu on the NYMEX and $3.13 per mmbtu in Alberta. 


The surplus of export capacity out of the Western Canadian Sedimentary Basin reached as high as 2 bil- 
lion cubic feet per day in 2001 and contributed to narrowing the gap between Canadian and United States 
natural gas prices by US $0.27 per mmbtu on average for the year. 


Canadian Natural realized an overall wellhead price of $5.16 per million cubic feet in 2001, up 14% from 
last year and total sales increased by 16% to 918 million cubic feet per day. Direct sales made up 78% 
of the portfolio with the remaining 22% split amongst the major supply aggregators. The sales at prevail- 
ing market prices represented 88% of the total sales volumes. 


Canadian Natural expects 2002 to be challenging with the North American economy in a slow recovery 
mode. Natural gas drilling activity is significantly down and the Company anticipates 30% fewer industry 
completions in 2002. The overall yearly decline rates in both Canada and the United States are estimat- 
ed at 25% and prices are expected to reflect a balanced market by the fourth quarter. The longer term 
prospects for natural gas are excellent as demand is forecast to resume its 2% annual growth rate based 
upon anticipated future electricity cogeneration projects. 


Canadian Natural’s production is forecast to average 1,075 million to 1,125 million cubic feet per day in 
2002 and our current pricing outlook should yield an average wellhead price of $3.60 per million cubic feet. 


CRUDE OIL 

The average crude oil price in 2001 was down 14% from the previous year with the North American 
benchmark West Texas Intermediate (“WTI”) at US $25.91 per barrel and the North Sea benchmark Brent 
at US $24.43 per barrel. 


The pricing level was strong for the first three quarters averaging US $27.75 per barrel for WTI and US 
$26.16 per barrel for Brent before decreasing 26% in the last quarter to US $20.53 per barrel for WTI 
and US $19.35 per barrel for Brent. The struggling economy and the September tragedy reduced the 
yearly growth in demand to a mere 0.3%, its lowest rate in almost twenty years. 


The price for Canadian heavy crude oil grades was 30% lower in 2001 with an average differential for 
benchmark Lloydminster Blend to WTI of US $10.73 per barrel. Early in the year, the demand for refined 
products was very strong and kept the refining margins at record high levels reaching US $15.00 per bar- 
rel thus favouring the lighter grades of crude oil. Tracking the overall economy, crude oil demand weakened 
steadily throughout the year without a corresponding reduction in worldwide supplies. As refining margins 
narrowed, so did the heavy oil differentials reaching US $8.50 per barrel for December 2001. The 
improvement in these differentials was slowed down by the temporary loss of an important United States 
midwest refinery in mid-August. This refinery is expected to resume full operation in April, 2002. 
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owner operator 
core area focus 
balanced assets 


project inventory 
We control our spending through focused 
activity in core areas. Ownership of assets 
and infrastructure allows us to control the team commitment 
nature and timing of costs incurred. environmental responsibility 


capital discipline 


Canadian Natural’s realized oil and natural gas liquids price in 2001 was $24.31 per barrel down 20% 
from last year while production was up 19% at 206 thousand barrels per day. The portfolio mix of oil and 
natural gas liquids in 2001 was 50% for light and medium grades, 3% for natural gas liquids and 47% 
for heavy grades (lower than 15° API). 


Canadian Natural expects pricing levels to be unsettled in the early part of 2002 as the economy contin- 
ues its slow recovery and crude oil supplies decrease to match world demand for products. Early 
indications demonstrate the commitment from major international producers to reduce production and tar- 
get a pricing level of US $20.00 per barrel. 


This international pricing environment and the expected 30% reduction in drilling activity should ensure 
a return to more typical economics for heavy oil. From 1996 to 2000 the differential averaged US $5.91 
for an average WTI of US $21.30 per barrel. For 2002, differentials in a range of US $4.00 to US $6.00 
per barrel for a WTI range of US $18.00 to US $22.00 per barrel are expected. 


environment, health and safety, 
and community 


VISION DEFINED 
Fundamental to Canadian Natural's long-term growth and success are two very important elements: ethi- 
cal, socially responsible operations and environmental stewardship. 


Our vision in the areas of environment, health and safety, and community is clearly defined: 
1. We conduct all operations in a manner that protects the health and safety of employees, con- 
tractors, the public and the environment. 


2. We work co-operatively with communities, government agencies and interested stakeholders to 
reduce potential impacts of our operations and maximize opportunities for economic participation. 


3. We commit to a long-term presence in the communities where we operate. Our significant busi- 
ness activities contributes to economics and quality of life. 


4. We work together with community and industry groups to ensure a better, sustainable energy 
industry. 


5. We integrate environmental and community planning with project design and implementation. 
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ENVIRONMENT 
Canadian Natural's environmental management plan and operating guidelines focus on minimizing the 
impact of field operations while meeting regulatory requirements and corporate standards. 


Our proactive program includes: 


1. An annual internal environmental compliance audit and inspection program of our operating 
facilities; 

2. An aggressive suspended well inspection program to support future development or eventual 
abandonment; 


3. Appropriate reclamation and decommissioning standards for wells and facilities ready for aban- 
donment; 


4. An effective surface reclamation program. Reclamation certificate applications submitted in 


2001 reached 242, more than double those in 2000. Of the 88 applications processed by reg- 
ulators, a success rate of 100% was achieved; 


5. A progressive due diligence program related to groundwater monitoring; 
6. A rigorous program related to preventing and reclaiming spill sites; and, 


7. A solution gas reduction and conservation program. 


Canadian Natural participates in Canada's Voluntary Challenge Registry Inc. (“VCR”). In 2001, the 
Company received a gold award from VCR for its annual submission. During 2001, Canadian Natural real- 
ized annual emission reductions of more than one million tonnes of Carbon Dioxide Equivalent (“CO2E”). 
These reductions build on 1999 and 2000 programs that resulted in reductions of more than 3.5 million 
tonnes of CO2E annually. In 2002, Canadian Natural will revise and improve its reporting format to doc- 
ument emissions levels to the baseline year of 1996. 


INTERNATIONAL 
Canadian Natural’s international operations support the International Chamber of Commerce Charter on 
Sustainable Development. 


We have established stringent operating standards in four areas: 


1. Using water-based, environmentally friendly drilling muds whenever reasonable; 
2. Implementing cost effective ways of reducing greenhouse natural gas emissions per unit of production; 


3. Exercising care with respect to all waste produced through effective waste management plans; 
and, 


4. Minimizing produced water volumes onshore and offshore through cost-effective measures and 
the use of non-toxic or lower toxicity production chemicals whenever practical. 


ENVIRONMENTAL IMPACT ASSESSMENTS 

As part of our Canadian operations expansion plans, Canadian Natural has undertaken two comprehensive 
Environmental Impact Assessments (“EIA”). These EIAs also provide long-term management and mitiga- 
tion strategies to ensure major projects meet environmental, social and economic goals. 


An EIA of the Horizon Oil Sands Project will be submitted to regulators in June 2002. All baseline work 
was completed in 2001. The EIA for the Primrose heavy oil expansion project was submitted to regulators 
in 2000 and complete at the end of 2001. 
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owner operator 
core area focus 
balanced assets 


project inventory 
Canadian Natural believes that ethical, 
socially responsible operations and enviro- 
mental stewardship are fundamental to our team commitment 
long-term growth. environmental responsibility 


capital discipline 


HEALTH AND SAFETY 

Canadian Natural focuses on the prevention of accidents and injuries through heightened employee and 
contractor awareness, training and adherence to safe operating procedures. Health and safety teams con- 
duct hundreds of safety and compliance audits of facilities and operations. For each inspection, an audit 
action plan is prepared and all deficiencies are rectified within 45 days. 


In 2001, the health and safety team initiated annual corporate safety meetings in each area of company 
operations to receive input and identify ways to strengthen health and safety performance. Site-specific 
emergency response plans were also developed for operating plants and batteries. 


COMMUNITY CONSULTATION 

Canadian Natural continues to work with local communities in our operating areas and stakeholders relat- 
ed to its major initiatives. In the Horizon Oil Sands Project, the Company is participating in regional 
working groups to address impacts from oil sands developments. In the Lakeland area of Alberta, the 
Company helped initiate a regional air and water quality monitoring committee. 


Canadian Natural continues to work with Aboriginal communities to reduce possible negative impacts of 
operations and to ensure individuals and businesses can access the many opportunities created through 
these operations. 


COMMUNITY INVESTMENT PROGRAM 


Canadian Natural supported many community-based activities in 2001: 


1. A $6.0 million donation in November 2001 to the University of Alberta helped make possible 
a new state-of-the-art natural resources engineering building. Chairman Allan Markin and 
Canadian Natural each contributed $3.0 million to the project. 


2. The Building Futures Training and Education Program was developed, to be formally launched 
in 2002. It includes $100 thousand in annual scholarships and supports industry-community 
partnerships related to regional Petroleum Employment Training. 


3. Acontribution of $500 thousand was made to the Alberta Children's Hospital. 


4. In Angola, West Africa, CNR International bought medicines for a pediatric hospital, helped 
finance two institutions used to educate and house orphaned children, and supported a char- 
ity helping children living on the streets. 


5. In Céte d'Ivoire, the Company supported a malaria prevention project and an education pro- 
gram for mothers who are HIV positive. CNR International also provided books for a village 
primary school and helped fund a disabled children’s charity. 
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assets defi ned 


We manage the growth of our asset base by adhering 
to our defined growth strategy. Our philosophy is to 
acquire additional working interests and undeveloped 
land within our core areas of focus. This allows 

us to be in different stages of exploration 
and exploitation of our Canadian and 
international assets at all times. 


near-term 


mid-term 


long-term 


2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 


Natural Gas 
Light Oil 
Heavy Oil 
Oil Sands 


Natural Gas 
Light Oil 
Heavy Oil 
Oil Sands 


Natural Gas 
Light Oil 
Heavy Oil 


Oil Sands 


Ladyfern development and Ladyfern lookalikes 
First oil at Espoir 
Primrose heavy oil cyclic steam approval 


Phase 1 engineering design 
Submit application for regulatory approval 


Ladyfern lookalikes development 
Baobab, Kossipo development 
Primrose expansion phase 1 


Begin construction of Project Horizon phase 1 


Colville Hills natural gas development 
Angola exploration, Cote d’lvoire satellite pools 


Primrose phases 2 and 3 and Gregoire Lake 
development 


Phase 1 production — 110 mbbls/d of SCO 
begin construction phases 2 and 3 
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natural gas 


OPERATING PHILOSOPHY 

Canadian Natural’s impressive growth of natural gas production in 2001 adhered to the Company’s strate- 
gic plan of annually increasing natural gas production in North America. In 2001, the Company's natural 
gas production averaged 906 mmctf/d in North America and 12 mmcf/d internationally. The Company is 
the third largest producer of natural gas in Canada. Canadian Natural’s operating philosophy minimizes 
capital and operating costs. This objective is achieved by having a large and dominant land base, owning 
and operating the infrastructure and maximizing facility utilization. 


The Company’s future natural gas production growth will be achieved with an increased component of deeper, 
high risk, high reward prospects. A strong exploration team has been established to pursue new prospects on 
the Company’s large existing land base and to develop new plays in the Western Canadian Sedimentary Basin. 


2001 RESULTS 

I Natural gas production averaged 918 mmcf/d, a 16% increase over 2000 production 

Yearly exit rates were 1,070 mmcf/d, up 30% from 2000 

Natural gas production accounted for 43% of the Company’s total production 

99% of the Company’s natural gas production is from western Canada and is sold into the North 
American market 

The Company’s natural gas drilling program resulted in 476 net successful natural gas wells which 
represents 44% of the Company’s drilling activity 

160 net wells were recompleted 

Total capital spending of $325 million was made on 15 acquisitions targeting natural gas assets 
Year-end natural gas reserves totaled 3,129 bcf, an increase of 6% over year-end 2000 

503 bcf in natural gas reserves were added after production 


Northeast British Columbia/ 
Northwest Alberta 


Northern Alberta 
Lo East Alberta/ : 
J West Saskatchewan 


Southern Alberta 


Northeast British Columbia/Northwest Alberta 


Canadian Natural is the largest natural gas producer in British Columbia. The Company's experience in the 
province, its large undeveloped land base and existing infrastructure affords a significant competitive 
advantage in the highly prospective region of Northeast British Columbia. Canadian Natural dominates nat- 
ural gas gathering pipelines and infrastructure in this area; the Company owns and operates a total of 86 
natural gas compression facilities and 2 natural gas plants. In this region Canadian Natural produces nat- 
ural gas from deep, often technically complex horizons, with formation depths ranging from 3 thousand to 
10 thousand feet. The main producing regions are: 


Helmet: Natural gas charged mid-Devonian limestones occur over a widespread area. Horizontal wells are 
used to encounter the scattered higher porosity sweetspots, resulting in economic flow rates. The Company 
has a dominant land base in the area that allows drainage of several sections with each well avoiding com- 
petitive drainage. At year end, natural gas production averaged 85 mmcf/d in this area. 
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Foothills: Canadian Natural targets complex hydrocarbon traps in this highly deformed structural area. 
Mississippian and Triassic reservoir units are thrust into large traps where their permeability is enhanced 
by rock fracturing. This can result in flow rates of over 20 mmcf/d and reserves of 10 to 50 bef per well. 
The Company produces 37 mmcf/d from the Foothills. 


Peace River Arch: The Company has a wide variety of hydrocarbon traps in both sandstone and carbonate 
reservoirs which allows it to drill for multiple prospects with most wells. By year end, the Company pro- 
duced 220 mmcf/d from this area. 


2001 ACTIVITIES 

e Average natural gas production for the area was 368 mmcf/d; a 23% increase over 2000 production 
and 40% of corporate total natural gas production 

¢ A total of 75 net natural gas wells were drilled and 21 wells were recompleted 

e $230 million was spent acquiring an additional 6 natural gas assets including the acquisition of inter- 
ests in the Helmet area 


2002 PLANS 

e Drill a total of 40 natural gas wells; 5 exploratory wells will be drilled targeting new Slave Point 
prospects in the area 

e Recomplete 48 wells to prospective horizons 

e Allocate $160 million for exploration and development in this core area 


Northern Alberta 


Natural gas in this core area is produced from shallow, low risk prospects targeting the Mannville and 
Devonian horizons. There are typically multiple producing targets within each well creating a large inven- 
tory of recompletion opportunities that are continuously exploited. Canadian Natural dominates natural gas 
gathering pipelines and infrastructure in this area, owning and operating a total of 62 natural gas com- 
pression facilities and 2 natural gas plants. 


2001 ACTIVITIES 

e Natural gas production averaged 322 mmcf/d; a 7% increase over 2000 production and representing 
35% of corporate total natural gas production 

e A total of 54 net natural gas wells were drilled 

e 52 wells were recompleted to other productive formations 

e $75 million was spent acquiring 5 additional natural gas assets 


2002 PLANS 

e Drill 26 natural gas wells 

e Recomplete 109 wells 

e Allocate $24 million in capital spending on exploration and development opportunities 


Southern Alberta 


The Company’s natural gas production in this area is produced from a large variety of horizons with sig- 
nificantly different risks, well costs and depths. Canadian Natural owns and operates 25 natural gas 
compression facilities and 16 natural gas plants in the area. 


2001 ACTIVITIES 

e Average natural gas production for the area was 162 mmcf/d; an 8% increase over 2000 production 
and representing 18% of corporate total natural gas production 

¢ 56% of the production, or 90 mmcf/d comes from shallow horizons in the Medicine Hat, Milk River 
and Second White Specks formations. Wells targeting these extremely low risk prospects are drilled in 
large high density programs that allow for a low cost operation. 248 net wells were drilled targeting 
these zones at an average on-stream cost of $130 thousand per well 

¢ The remaining 44% of production, 72 mmcf/d, results from wells targeting the large number of 
prospective sand and carbonate reservoirs below the shallow natural gas horizons. 68 net wells were 
drilled that had the potential for multiple natural gas targets at minimal incremental costs 

¢ $6 million was spent acquiring 3 additional natural gas producing assets 

e 57 wells were recompleted to other productive horizons 


2002 PLANS 

e Drill 40 wells 

¢ Recomplete 53 wells 

¢ Allocate $20 million in capital spending on exploration and development opportunities 
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East Alberta/West Saskatchewan 


Although this core area provides a small percentage of Canadian Natural’s total natural gas production, it 
has provided the Company with an excellent natural gas growth opportunity. The shallow productive hori- 
zons In this area are predominantly heavy oil bearing but many natural gas prospects are also present. This 
affords the Company the ability to explore for both natural gas and heavy oil prospects simultaneously. 


The gathering of solution gas associated with heavy oil production in the area has also provided Canadian 
Natural with a new source of natural gas sales. Solution gas is now gathered from approximately 220 heavy 
oil wells resulting in sales of 6 mmcf/d and a reduced amount of vented solution gas. 


2001 ACTIVITIES 

e Natural gas production averaged 35 mmcf/d; a 17% increase over 2000 production and representing 4% of 
corporate total natural gas production 

e A total of 31 net natural gas wells were drilled 

e Acquired additional natural gas assets for a total of $7 million 

e 30 wells were recompleted to other productive horizons 


2002 PLANS 

Drill 9 wells 

e Recomplete 12 wells 

¢ Allocate $22 million in capital spending on exploration and development opportunities 


Ladyfern 


© CNRL Potential Locations The Ladyfern Slave Point natural gas pool discovery 
CRRE Ges Wells has provided Canadian Natural with its largest natural 
=== CNRL Pipeline : - ; nee 
iaayarnipsel gas growth in the Company’s history. The prolific pro- 
 CNRL Land duction from the pool resulted in the Company 
achieving year-end production of 150 mmctf/d, despite 
having no production from the pool at the start of the 
year. The Ladyfern pool contains approximately 750 
bef of natural gas-in-place, making it one of the 
largest natural gas pools discovered in the Western 
Canadian Sedimentary Basin. The natural gas is pro- 


CNRL pipeline i 5 : 
to Webb Coast 3 ; duced from high porosity reefal carbonates whose 


permeability has been enhanced by secondary dolomi- 
tization along pre-existing fault zones. 


Canadian Natural has entered into a production 
sharing agreement with the other Ladyfern pool pro- 
British Columbia Alberta ducers. This production sharing agreement limits the 
total production from the field to prevent over capital- 
ization. The production allocation to each producer is 
32 miles based upon the productive capability of each well with 
a total pool capacity limited to 785 mmcf/d. 


2001 ACTIVITIES 

e Average natural gas production for the area was 43 mmcf/d, representing 5% of the Company’s natural gas production 
e A total of 8 net natural gas wells were drilled with a total production capability exceeding 600 mmcf/d 

e Canadian Natural’s year-end total reserves totaled 190 bcf 


2002 PLANS 

e Drill 8 natural gas wells targeting the Ladyfern Slave Point pool 

e Construct natural gas sales pipeline from British Columbia to Alberta to increase natural gas transportation capacity from the area 
e Add compression and dehydration facilities 

¢ Canadian Natural’s 2002 production from the pool is predicted to be stable at more than 200 mmcf/d 

e A steep production decline is predicted in 2003 as the reservoir pressure drops due to rapid depletion 
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light oil — north america 


OPERATING PHILOSOPHY 

In 2001, Canadian Natural achieved its goal of maintaining North American light oil production near 2000 
levels. This was accomplished through modest drilling programs, waterflood optimization and implemen- 
tation and strategic acquisitions within core areas. The Company maximizes the profitability of light oil 
assets through owning and operating facilities, operating with high working interests, optimizing recovery 
processes and acquiring only strategic assets. The Company considers light oil growth opportunities to be 
limited in the mature pools in the Western Canadian Sedimentary Basin and is not predicting growth from 
these assets. 


Many of the Company’s light oil pools are produced under waterflood, resulting in significant oil recovery 
improvements through maintaining reservoir pressure and improving sweep efficiency. Canadian Natural 
focuses on waterflood optimization through detailed reservoir characterization, analysis of pattern per- 
formance, improved well operating practices and improved fluid processing at the surface. 


2001 RESULTS 

1 Light oil and natural gas liquids production averaged 33 mbbls/d, a 3% decrease from 2000 production 
I North American light oil production accounted for 9% of the Company’s total production 

I 25 wells were drilled, 2% of the Company’s total wells 

1 6 wells were recompleted to access non-producing reserves 

I A total of $42 million was allocated to 7 light oil acquisitions 


Northeast British Columbia/Northwest Alberta 


The majority of Canadian Natural’s oil production in this core area is from mature oil pools. The Company 
owns and operates 15 oil batteries in the area. 


Canadian Natural continues to optimize existing waterfloods in the area and are evaluating the imple- 
mentation of new waterfloods in several pools. 


2001 ACTIVITIES 

e Yearly oil production averaged 11 mbbls/d, a 15% decrease from 2000 
¢ A total of 8 oil wells were drilled and 2 wells were recompleted 

e Acquired 2 additional assets for a total of $5 million 


2002 PLANS 
¢ Drill 3 wells 
* Allocate $4 million in capital spending for exploration and development opportunities 
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shift production emphasis opportunistically 


in a changing market environment. environmental responsibility 
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team commitment 


Northern Alberta 


The main producing property for Canadian Natural in this area is the Gilwood oil pool at Nipisi. This pool 
has the potential for significant recovery improvements through the optimization of the large waterflood 
and step-out drilling. In 2001, the Company commenced waterflood optimization and started to realize 
increased production potential on the flank of the pool. 


2001 ACTIVITIES 

e Average yearly oil production was 9 mbbls/d, a 55% increase over 2000 levels 

e A total of 4 oil wells were drilled 

e Continued with analysis and optimization of the Nipisi waterflood 

e Acquired 2 additional unit partners in Nipisi bringing Canadian Natural’s unit working interest to 79% 


2002 PLANS 

e Drill 5 wells 

e Continue to implement waterflood optimization plan 

e Allocate $6 million in capital spending on exploration and development opportunities 


Southern Alberta 


The majority of Canadian Natural’s oil production in this area is from mature oil pools. The Company con- 
tinues to improve ultimate recovery in these areas through optimizing water injection strategies and 
maintaining low operating costs through improved fluid handling practices. 


The Company continues to utilize acquisitions to consolidate its operating presence in the region. 


2001 ACTIVITIES 

e Yearly oil production averaged 7 mbbls/d, a 9% decrease from 2000 levels 
e A total of 9 oil wells were drilled and 3 wells were recompleted 

¢ A total of $9 million was allocated to 4 acquisitions in this area 


2002 PLANS 
e Drill 3 wells 
¢ Allocate $3 million in capital spending on exploration and development opportunities 


Southeast Saskatchewan 

Canadian Natural continued development of oil pools in the Williston Basin through the drilling of infill 
and step-out wells. The continued exploitation of the area is based on horizontal drilling, waterflood opti- 
mization and strategic acquisitions. 


2001 ACTIVITIES 
e Average yearly oil production was 6 mbbls/d, a 4% decrease from 2000 levels 
e A total of 3 horizontal wells and 1 vertical well were drilled in 2001 


2002 PLANS 

e Drill 5 wells 

e Initiate waterflood optimization study for the Steelman field 

e Allocate $7 million in capital spending on exploration and development opportunities 
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light oil — international 


OPERATING PHILOSOPHY 

Canadian Natural’s international light oil activities are in offshore environments in the North Sea, Céte 
d’lvoire and Angola. Canadian Natural will employ the same operating philosophy as in western Canada, 
where the Company controls its activities by maximizing operatorship and working interest in all assets. 
This allows Canadian Natural to control the pace of development and have tighter control on operating and 
capital costs. In Céte d’lvoire and Angola the Company is at these levels. In the North Sea, Canadian 
Natural continues to pursue the levels of ownership and operatorship it has elsewhere in the Company. 


West Africa 


North Sea 


Canadian Natural’s production in the United Kingdom North Sea is a mix of operated and non-operated 
properties at various working interests. These properties are very economic and provide significant cash 
flow contributions to the Company’s operations. 


2001 ACTIVITIES 

¢ Oil production averaged 36 mbblis/d, a 111% increase in oil due primarily to the mid-year 2000 acqui- 
sition of Ranger 

e Natural gas production averaged 12 mmcf/d, an 11 fold increase from 2000 

¢ The Company operated Kyle pool was placed onstream at 8 mbbls/d 

e Banff field placed back onstream in March 2001 (non-operated) 

© Obtained operatorship of the Curlew FPSO, which processes Kyle field production 

¢ Drilled 13 gross (2.2 net) oil wells 


2002 PLANS 

e Drill Kyle development well 

e Drill 17 gross (3.5 net) non-operated wells 

¢ Allocate $79 million for exploration and development opportunities 
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Offshore West Africa 
Angola 


The Canadian Natural operated Kiame field in Angola provided the Company’s sole offshore West African 
oil production in 2001. The field has produced much longer than anticipated and final shut-in of the field 
is scheduled for April 2002. 


Angola is a region of significant oil production and presents a major light oil growth opportunity for Canadian 
Natural. The Company acquired a well established presence in Angola of over ten years through the Ranger 
acquisition. Canadian Natural is now well positioned to take advantage of future exploration opportunities. 


2001 ACTIVITIES 
e Kiame field produced an average 3 mbbls/d, exceeding expectations 


2002 PLANS 

e Shut in Kiame field in April 2002 

e Participate in the non-operated Mariposa commitment well (Angola Block 19; 25% working interest) 
e Obtain additional operated high working interest exploration blocks in Angola 

e Allocate $13 million for exploration and development opportunities 


Cote d’lvoire 

The majority of Canadian Natural’s 2001 international activities and capital spending occurred in Céte 
d'Ivoire. In 2001, the Company had no production in Céte d’lvoire; however activities were focused on the 
development of the Espoir field and the exploration activities at Baobab. Production commenced at Espoir 
in February 2002 at levels exceeding the Company’s original expectation for the field. 


Espoir Development — 


Baobab Exploration 

In 2001, Canadian Natural utilized the results of a 3-D 
PSR es seismic survey to find and develop significant light oil 
cl-26 WI 58.67% ~ Wi 72% : z ' reserves. In Céte d’lvoire the Company’s assets are owned 
ESPOIR Alesse Lee ©: (approximately 60% working interest) and operated. Drilling 


Foxtrot ,. : : 
: Crocodile results in 2001, and in particular the Baobab discovery, 
ee rs | See have established the exploration play from both a structural 
 - See and reservoir quality viewpoint. More importantly, the 
a | Siac ates — : results have proven the Baobab trend to be oil versus natural 
aS = és gas bearing. With the 2001 results, Canadian Natural is 
=| Prospect j = Ray at confident about its future in Céte d’Ivoire, with the potential 
D Lead : for 10 years of exploration and development opportunities 

CNR International on the Company’s lands. 


1) 30 Seismic PACIFIC OCEAN _c\-103. 


SORES 


2001 ACTIVITIES 
¢ Espoir wellhead tower built and installed on time and on budget 
¢ Espoir development batch drilling, 7 gross (4.2 net) wells to intermediate casing, 
2 (gross) of which were completed in the reservoir section, on time and on budget 
¢ Espoir lvoirien FPSO built and sailed to Céte d’lvoire, on time and on budget 
¢ Installed natural gas pipeline from Espoir wellhead tower to onshore sales system 
¢ Baobab 1X exploration well (61% working interest) drilled and tested at 7 mbbls/d of 23° API oil 


2002 PLANS 

e Place East Espoir on production and complete development of field to total production of 30 mbbls/d 

¢ Baobab 2X (61% working interest) drilled and tested at rates exceeding 10 mbbls/d 

¢ Delineation well confirms that Baobab recoverable oil from the field is at least 150 mmbbls (700 
mmbbls oil in place) 

¢ Drill Kossipo structure, a Baobab seismic look-a-like 

¢ Allocate $111 million for exploration and development opportunities 
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pelican lake oil 


OPERATING PHILOSOPHY 

This large, shallow oil pool has been developed exclusively with horizontal wells. This technology mini- 
mizes surface disturbance and environmental impact, reduces development costs and results in 
significantly greater productivity than vertical wells. Canadian Natural owns and currently operates more 
than 530 horizontal wells in the area. Canadian Natural’s Pelican Lake oil production yields netbacks typ- 
ical of medium oil due to the low operating costs achieved. Operating costs were $2.81/bbl in 2001; costs 
are minimized since water and sand production are negligible and wells are flowlined to three owned and 
operated facilities. Canadian Natural is the largest oil producer in the Pelican Lake region. 


2001 ACTIVITIES 

e Yearly oil production averaged 35 mbbls/d, a 21% increase over 2000 levels 

e 100 horizontal wells were drilled with a 100% success rate 

e 12 stratigraphic wells were drilled to delineate future drilling prospects 

e Acquired the producing assets of one of the two remaining competitors in the area, adding 4 mbbls/d 
and providing new development opportunities 

¢ Commenced laboratory testing of a tertiary recovery process with emulsion flooding. The Company is 
forecasting a 6% recovery factor from primary production. The Company’s lands in the immediate area 
contain 3 billion barrels of oil in place, therefore a modest improvement in oil recovery will have a sig- 
nificant impact on recoverable reserves 


2002 PLANS 

e Drill 72 horizontal wells 

e Drill 12 stratigraphic wells 

e Initiate field testing of the emulsion flooding process 

e Allocate $62 million to exploration and development opportunities 
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heavy oil 


OPERATING PHILOSOPHY 

Canadian Natural has become one of the largest heavy oil producers in North America. Canadian Natural’s 
growth of heavy oil production has been achieved through drilling and strategic acquisitions. With this 
large production growth, comes area dominance. This allows Canadian Natural to reduce capital and oper- 
ating costs by conducting its drilling programs and operations on a much larger scale. In the primary 
production area of Lloydminster/Bonnyville, Canadian Natural is now the second largest area producer 
whereas seven years ago, the Company had no production in the region. 


At the Primrose and Tangleflags thermal recovery projects, the Company continues to improve operating 
practices while optimizing the recovery processes. The large steam generation and oil production facility 
at its Primrose thermal project continues to provide Canadian Natural with the benefit of adding incre- 
mental oil production without the burden of additional facility construction costs. The 55 mbblis/d facility 
has a current oil throughput of 35 mbbls/d, leaving 20 mbbls/d of capacity for future growth. 


Drilling on Canadian Natural’s heavy oil properties occurs primarily during periods of favourable heavy oil 
prices; when prices are low, drilling programs are significantly reduced. Canadian Natural’s diverse asset base 
provides the Company with this flexibility. Larger scale expansions at thermal projects are executed on the 
basis of long-term commodity prices and are not as sensitive to short-term commodity price fluctuations. 


2001 RESULTS 

I Oil production averaged 97 mbbls/d, a 7% increase over 2000 production 

1 57 mbbls/d were produced by primary recovery mechanisms and 40 mbbls/d were produced by thermal 
recovery techniques 

I Heavy oil production accounted for 27% of the Company’s total production 

I 103 net oil wells were drilled, 9% of the Company’s total wells; an additional 68 stratigraphic wells 
were also drilled to help delineate prospective reservoir. A 99% success rate was achieved for the wells 
drilled for production 

1 207 wells were recompleted to access non-producing reserves or to optimize productivity 

I 5 acquisitions totaling $19 million 


‘East Aibertal 
West Saskatchewan 
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Primary: East Alberta/West Saskatchewan 

The area geology provides multiple shallow producing targets at depths of less than 2 thousand feet. The 
use of screw pumps results in typical rates from new wells averaging 50 to 100 bbls/d. Oil is trucked from 
individual wells or centrally drilled well pads to central treating facilities that are sales pipeline connect- 
ed. Canadian Natural owns and operates 15 oil batteries in the region which helps minimize operating and 
treating costs. A strong focus on operating costs is paramount to maximizing heavy oil netbacks. The 
Company achieves this by having a large production base, owning the facilities and infrastructure and 
drilling only the most productive prospects. 


2001 ACTIVITIES 

© Oil production averaged 57 mbbls/d, maintaining 2000 production levels 
e 89 oil wells were drilled 

¢ 199 wells were recompleted to access other productive horizons 


2002 PLANS 

e Drill 21 wells 

e Recomplete 202 wells 

¢ Allocate $17 million in capital spending on exploration and development opportunities 


Thermal: East Alberta/West Saskatchewan 


Oil in the Cold Lake region does not flow at reservoir temperatures and requires heating to mobilize it. Steam 
is injected into the oil deposit to transfer heat to the oil. Canadian Natural only targets shallow (less than 2 
thousand feet), thick (30 — 60 feet), and very large deposits for thermal recovery since the cost of steam 
generation is too prohibitive to develop thinner, smaller oil prospects. In the Company’s operations two distinct 
recovery processes are employed: cyclic steam stimulation (“CSS”) and steam assisted gravity drainage 
(“SAGD”). 


Canadian Natural is the second largest producer of thermal oil in Canada and operates three thermal projects: 


Primrose: This project in the Cold Lake region of Alberta produces more than 37 mbbls/d. In the Clearwater 
formation, the Company utilizes horizontal wells with the CSS process for oil recovery. The 350 active hor- 
izontal wells reduce capital costs and also minimize surface disturbance. In the Grand Rapids formation 
that is also present at Primrose, Canadian Natural has established a successful commercial SAGD project. 
There are 12 active horizontal well pairs employing this recovery scheme. The regulatory application for 
the expansion of operations at Primrose submitted in 2000 was finalized during 2001. This application 
seeks approval for converting the remaining 248 low pressure wells to high pressure steaming and the con- 
struction of a new 60 mbbis/d facility. Approval is expected in 2002. Construction of the new facility is 
currently planned to commence in 2004-2005. The Company estimates that at Primrose there are poten- 
tially more than 850 mmbbls of recoverable reserves on Canadian Natural lands. 


Burnt Lake: The Company continues to operate this SAGD pilot project on lands immediately adjacent to 
Primrose. The SAGD test results will be used in conjunction with the Primrose CSS results to determine 
the optimum economic process for commercial development at this site. Utilizing SAGD there are poten- 
tially more than 300 mmbbis of recoverable reserves at Burnt Lake. 


Tangleflags: The project in west Saskatchewan produces 2 mbbls/d utilizing horizontal wells and the SAGD 
process. This project has been in operation since 1988 and recoveries in the pool are approaching 45% 
of the original oil in place. 


Canadian Natural also has significant thermal opportunities on approximately 100 thousand acres of unde- 
veloped lands in the Fort McMurray region of Alberta. Initial delineation drilling has established excellent 
SAGD development potential on the Company’s leases at Gregoire Lake and Horizon. 


2001 ACTIVITIES 

e Yearly oil production averaged 40 mbbis/d, a 15% increase over 2000 levels 

¢ 14 horizontal producer/injector well pairs (28 wells) were drilled as the first phase of Canadian Natural’s 
commercial SAGD project 

¢ 68 stratigraphic wells were drilled to delineate additional reservoir for future commercial development 

¢ 60 horizontal CSS wells were converted to high pressure steam injection, improving their productivity by 50% 

¢ Initiated testing of steam generation utilizing produced oil rather than natural gas 

© 8 wells were recompleted to access other productive horizons 


2002 PLANS 

¢ Optimize facility operations to decrease usage of purchased fuel gas 

¢ Drill 155 stratigraphic wells to delineate the reservoir for future development 

¢ Convert 80 wells to high pressure steaming (contingent upon regulatory approval) 
¢ Commence testing of facilities to gather produced solution gas 

¢ Continue to delineate prospective thermal leases at Gregoire Lake and Horizon 
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Our core area focus concentrates our resources 
on those assets where we can extract the most 


value. 


owner operator 

core area focus 

balanced assets 

project inventory 

capital discipline 

team commitment 
environmental responsibility 


midstream 


OPERATING PHILOSOPHY 

Canadian Natural’s midstream asset portfolio is comprised of three crude oil pipeline systems and a 50% 
ownership in an 84 megawatt cogeneration plant at the Company’s steam generation facilities at Primrose. 
Together, the 100% owned and operated ECHO Pipeline, 62% owned and operated Pelican Lake Pipeline 
and the 15% owned Cold Lake Pipeline transport in excess of 75% of Canadian Natural’s heavy oil pro- 
duction to the international mainline liquids pipelines. 


2001 ACTIVITIES 

e Acquired additional 15% interest in the Pelican Lake Pipeline 

e Extended ECHO Pipeline in December, to transport the volumes from its Beartrap and Elk Point oil bat- 
teries fully utilizing pipeline capacity at 58 mbbls/d 

¢ Completed Cold Lake Pipeline expansion in December allowing for total pipeline capacity of 225 
mbbls/d of oil to each of Edmonton and Hardisty, Alberta 


2002 PLANS 
¢ Allocate $9 million to develop midstream opportunities 


eaese= Pelican Lake Pipeline 
| === Cold Lake Pipeline 
eee ECHO Pipeline 
x Primrose Cogen 
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oil sands — horizon 
OPERATING PHILOSOPHY 
Canadian Natural owns and operates leases covering 236 thousand acres in the Fort McMurray region of 


northern Alberta. Drilling to date indicates an estimated 16 billion barrels of bitumen in place, with 
approximately 6 billion barrels being recoverable under existing technologies. 


The Company has developed a project execution strategy which phases in the production from the project 
over a five-year period. First oil is expected in the latter half of 2007 at a production rate of 110 mbbls/d 
of synthetic light crude oil (“SCO”). The second phase of production is expected in late 2009 with an 
incremental 45 mbbls/d of SCO onstream. The third and final phase of development is expected in 2011 
to bring total production to 232 mbbls/d of SCO. 


Product marketing studies have been completed by Canadian Natural to forecast SCO sales potential and the 
associated pricing resulting from the production quantities of Horizon and other operator's oil sands project 
expansions. Current product pricing, capital and operating cost estimates for the project show a range of 
returns of 14% to 22% based upon long-term average WTI assumptions of US $18.00 to US $26.00. 


The Company’s approach for this project is to extensively evaluate new technology options and pre-design 
the infrastructure prior to construction. In this way, Canadian Natural can increase cost certainty before 
significant activity begins. With respect to bitumen upgrading, the Company continues to evaluate various 
options, including both full and partial upgrading. 


2001 ACTIVITIES 

e Completed feasibility study and technology review; project baseline technologies include conventional 
mining methods and extraction processes used by other operators in the area 

e Continued to build a project team with experienced professionals with significant oil sands experience 

e Drilled 257 stratigraphic test wells to further delineate the ore body and confirm resource quality and 
quantity 


2002 PLANS 

e Complete phase two of engineering or Design Basis Memorandum, which will further detail the Scope 
Definition, refine the Execution Strategy, and refine the Cost Estimate 

¢ Drill 380 geological stratigraphic wells focusing on the mining area of the first ten years of production 

e File regulatory applications in mid-2002 with government approvals expected in 2003 

e Continue stakeholder consultations 

e Total capital spending planned at $87 million 


Honmcon 0 
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performance 


We seek profitable growth by operating under a defined 
corporate strategy with a balanced asset base capable of long- 
term development and product delivery. In order to achieve 
continued positive growth we exercise discipline in our capital 
spending and manage our costs consistently throughout all 
industry cycles. 


management’s discussion and analysis 


Canadian Natural Resources Limited (“Canadian Natural” or the “Company”) achieved significant results 
in many areas of its financial and operational performance in 2001 as a result of its balanced production 
profile and inventory of development projects. These results include natural gas production exceeding one 
billion cubic feet per day in the fourth quarter, the continued development of the Company’s internation- 
al assets and making significant progress on its world class Horizon oil sands project. 


The following discussion details Canadian Natural’s 2001 financial results compared to 2000 and 1999, 
including its capital program, and outlook for 2002. 


Management’s discussion and analysis (“MD&A”) of the financial condition and results of operations of 
Canadian Natural should be read in conjunction with the Company’s audited consolidated financial state- 
ments and related notes for the year ended December 31, 2001. The consolidated financial statements 
have been prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). A 
reconciliation of Canadian GAAP to United States GAAP is included in note 15 to the consolidated finan- 
cial statements. All dollar amounts are referenced in Canadian dollars, except as noted otherwise. The 
calculation of barrels of oil equivalent (“boe”) is based on a conversion ratio of six thousand cubic feet of 
natural gas to one barrel of oil to estimate relative energy content. Certain information regarding the 
Company contained herein may constitute forward-looking statements under applicable securities laws. 
Such statements are subject to known or unknown risks and uncertainties that may cause actual results 
to differ materially from those anticipated or implied in the forward-looking statements. 


NET EARNINGS AND CASH FLOW 


2001 2000 1999 
Net earnings attributable to 
common shareholders” ($ millions) $ 698.2 GESeee7S2.23 bo cOOr2 
Per share — basic $ 5.76 aes 631/O==S 1.93 
— diluted $ 5.56 Bes C50ies S 1.90 
Cash flow from operations attributable to common 
shareholders™ ($ millions) $ 1,920.0 BeSmiesssiGaies nun 2ou5 
Per share — basic $ 15.83 seeeeelGa aes 6.96 
— diluted $ 15.25 Berhelote Aime s 6.85 
Net earnings as a percentage of cash flow” 36.4% 41.5% Ziehda 
Debt to cash flow® 1.4x ISX Zax 
Debt to book capitalization® 42.5% 45.4% 53.3% 
After tax return on average common 
shareholders’ equity” 20.1% 32.4% 13.2% 
After tax return on average capital employed 13.0% 18.1% 8.4% 


After dividend on preferred securities. 
®) Includes preferred securities as debt equivalents. 


Net earnings attributable to common shareholders decreased 11% in 2001 to $698.2 million, down from 
$782.2 million in 2000 and up from $200.2 million in 1999. The decrease in net earnings resulted from 
higher depletion costs associated with the Company’s increased emphasis on natural gas drilling and com- 
pletion in North America as well as higher depletion costs in the North Sea and offshore West Africa 
segments acquired with Ranger Oil Limited (“Ranger”) in 2000. Net earnings also decreased as a result 
of a $24.1 million loss on sale of United States assets in the fourth quarter of 2001. These assets were 
acquired in the Ranger acquisition and the sale represents the culmination of management’s original intent 
to dispose of these properties. The decrease in net earnings was partially offset by a reduction in certain 
Canadian provinces’ corporate income tax rate in 2001. 


Cash flow from operations attributable to common shareholders increased 2% to $1,920.0 million 
($15.83 per share), up from $1,883.6 million ($16.14 per share) in 2000 and $723.5 million ($6.96 per 
share) in 1999. The increase in cash flow resulted from higher natural gas prices and higher production 
volumes. In 2001, Canadian Natural’s average price per thousand cubic feet of natural gas increased to 
$5.16 from $4.53 in 2000 (1999 — $2.36). Production volumes increased 17% to 359,347 boe per day 
from 305,987 boe per day in 2000 (1999 — 206,922 boe per day). 
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Gross Revenue 
2001 2000 1999 
1,832.8 1,906.4 
21.00 28.15 


Oil and liquids ($ millions) $ $ 
North America ($/bb/) $ $ 
North Sea ($/bb/) $ 38.66 -($ 4461 
Offshore West Africa ($/bb/) $ 33.57 PeSee4 bee 
$ $ 


$ 
$ 
$ 
$ 
Company average ($/bb/) 24.31 29.99 §$ 
Natural gas ($ millions) $ 1,728.6 MiSmeiesiGslas Ses c620e5 
North America ($/mcf) $ 5.19 §$ ASS wees) 2.36 
North Sea ($/mcf) $ 2.51 Bes 3.66 $ - 
Company average ($/mcf) $ 5.16 Bee Al ish. 1 SS 2.36 
Total gross revenue ($ millions) $ 3,561.4 Bess? 2 oie coos 
($/boe) $ 27.15 Basis ieee Semel BOS 
Percentage of gross revenue 
Oil and liquids 51.5% 59.2% 51.8% 
Natural gas 48.5% 40.8% 48.2% 
Analysis of Changes in Gross Revenue 
Changes due to Changes due to 
($ millions) 1999 Volumes Prices 2000 Volumes Prices 2001 
North America 
Oil and liquids $666.3) $522.2) $402.5" $1-591,07$ 122.5 $ (434.1) $1,279.4 
Natural gas 620.5 63.9 C29 MW SUA 183.3 220.0 1,717.4 
1,286.8 Soon O382)20n2 905! 305.8 (214.1) 2,996.8 
North Sea 
Oil and liquids - 280.8 - 280.8 309.5 (78.5) 511.8 
Natural gas ~ 2.0 ~ 20 14.3 (5.1) 11.2 
= 282.8 - 282.8 323.8 (83.6) 523.0 
Offshore West Africa 
Oil and liquids = 34.6 - 34.6 22.1 (15.1) 41.6 
_ 34.6 - 34.6 22.1 (15.1) 41.6 
Total 
Oil and liquids 666.3- 837.6 AO2 5 1; 906.4: 454.1 (527.7) 1,832.8 
Natural gas 620.5 65.9 O20 ra Or 197.6 214.9 1,728.6 


$1,286.38 $ 903.5 $1,032.2 $3,222.5 $ 651.7 $ (312.8) $3,561.4 


Canadian Natural’s gross revenue rose 11% to $3,561.4 million from $3,222.5 million in 2000 (1999 — 
$1,286.8 million). In the year 2001, 16% of Canadian Natural’s total revenue was generated outside of 
North America compared to 10% in the year 2000, with the North Sea accounting for 15% (2000 — 9%) 
and offshore West Africa accounting for 1% (2000 — 1%). 


The world oil price declined in 2001 due to the effects of weakening market demand. The West Texas 
Intermediate (“WT!”) oil price decreased 14% to average US $25.91 per barrel, down from US $30.20 
per barrel in 2000 (1999 — US $19.24 per barrel). At the same time, the heavy oil differential averaged 
US $10.73 per barrel, up from US $8.23 per barrel in 2000 (1999 — US $4.30 per barrel). The Company 
was able to mitigate some of the effects of lower WTI prices and the higher heavy oil differential through 
the use of costless oil collars. The costless oi! collars and other arrangements entered into by the Company 
to fix a portion of the price realized from the sale of oil increased the price by $0.86 per barrel in 2001 
($1.89 and $1.22 reductions per barrel in 2000 and 1999, respectively). Canadian Natural’s oil price 
decreased 19% to average $24.31 per barrel during the year, down from $29.99 per barrel in 2000 (1999 
— $21.04 per barrel). 


The sales price of natural gas increased to historically high levels as Canadian Natural received $5.16 per 
thousand cubic feet in 2001, a 14% increase over the 2000 price of $4.53 per thousand cubic feet (1999 
— $2.36 per thousand cubic feet). The first half of 2001 saw record high natural gas prices due to the 
increase in demand for natural gas as a result of cold winter temperatures, low inventory levels, an increase 
in natural gas-fired power generation and increases in export capacity. In the second half of 2001, the nat- 
ural gas market changed dramatically due to lower demand in the North American market and an increase 
in natural gas storage levels. Arrangements entered into by Canadian Natural to fix the price of a portion 
of its natural gas sales resulted in a reduction of $0.29 per thousand cubic feet (reductions per thousand 
cubic feet of $0.39 and $0.16 in 2000 and 1999, respectively). 
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Daily Production 


2001 2000 1999 
Oil and liquids (bb/s/d) 
North America 166,675 154,331 86,750 
North Sea 36,252 17 A19'5 _ 
Offshore West Africa 3,396 2,065 ~ 
Total 206,323 17355921: 86,750 
Natural gas (mmcf/d) 
North America 906 793 TPA 
North Sea 12 1 - 
Total 918 794 721 
Barrels of oil equivalent (boe/d) 359,347 305,987 206,922 
Product mix 
Light and Pelican Lake oil 30% 28% 21% 
Heavy oil 27% 29% 21% 


Natural gas 43% 43% 58% 


Canadian Natural’s daily oil and liquids production increased 19% to average 206,323 barrels in 2001 from 
173,591 barrels in 2000 (1999 — 86,750 barrels). The increase in total oil and liquids production resulted 
from a full year of production from properties acquired in the third quarter of 2000 with Ranger. The late 
2001 decline in world oil prices, combined with the unusually high heavy oil differential, resulted in Canadian 
Natural deciding to curtail its heavy oil production, delay heavy oil drilling and extend the steaming cycles at 
Primrose. North Sea oil and liquids production averaged 36,252 barrels per day in 2001 (2000 — 17,195 
barrels per day). Production from this segment increased due to the tie-in of the Company's operated Kyle 
field and the re-commencement of production from the Banff field. In September 2000, the floating pro- 
duction, storage and offtake (“FPSO”) vessel had been removed from the Banff field for refitting. Offshore 
West Africa production increased 64% to average 3,396 barrels of oil per day in 2001 compared to 2,065 
barrels per day in 2000. Production in this segment is derived from the Kiame field located in Angola. The 
Company has given notification to the Angolan government that production from the Kiame field will cease 
in April 2002. Additional production from this segment will come from the completion of the Espoir field, in 
Céte d’lvoire, which commenced production February 4, 2002. 


Natural gas continues to be the largest element of the Company's overall production, accounting for 46% of total 
production in the fourth quarter and 43% of the total 2001 production. North America accounts for over 98% 
of all of the Company's natural gas production. Daily natural gas production increased 14% to 906 million cubic 
feet from 793 million cubic feet in 2000 (721 million cubic feet in 1999) in this segment. The 2001 increase 
in natural gas production was due to a full year of production from the Ranger acquisition, an emphasis on nat- 
ural gas drilling and a complementary acquisition program. The Company’s natural gas drilling program saw the 
drilling of 476 natural gas wells with the most significant discovery being at Ladyfern in British Columbia, where 
the Company drilled and completed seven wells in 2001. Six of the Ladyfern wells are each capable of produc- 
ing over 100 million cubic feet per day; however, production continues to be restricted due to pipeline 
limitations. The acquisition program resulted in the consolidation of property interest in the Helmet area of north- 
eastern British Columbia. Natural gas production in the North Sea increased to average over 12 million cubic 
feet per day in 2001. The increase is a result of the re-commencement of production from the Banff field on 
March 29, 2001. In addition, the Company's operated Kyle field was tied-in during the second quarter of 2001. 


Royalties 
2001 2000 1999 
Oil and liquids ($ millions) SeelGse7, SES) Cente elie 
North America ($/bb/) S$ 2:22 Su cesal7: SUAS 
North Sea ($/bb!) a AKG) Se AO) $ - 
Offshore West Africa ($/bbl) $ 0.93 $ - $ S 
Company average ($/bb/) Sie2al7 ho SOS Cee 225 
Natural gas ($ millions) $ 416.6 GS SUES SS INS 7/ 
North America ($/mcf) $ 1.26 $ 1.08 $ 0:44 
Company average ($/mcf) $ 125 S108 CoO a 
Total royalties ($ millions) $ 580.3 $ 506.2 Aspe dutS ANS) 
($/boe) $ 4.42 $ 4.51 $ 2.49 
Percentage of revenue 
Oil and liquids 8.9% 10.2% 10.7% 


Natural gas 24.1% 23.7% 18.8% 
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Oil and liquids royalties in North America decreased to $2.22 per barrel, down from $3.17 per barrel in 
2000 and $2.25 per barrel in 1999 due to lower world oil prices and the continuing benefit of a lower 
royalty structure on the Company’s production of primary and thermal heavy oil. The majority of Canadian 
Natural’s oil sands projects continued to benefit from the Alberta program to promote development of oil 
sands resources, which provides a reduced royalty rate until an oil sands project recovers its capital costs. 
It is anticipated that two of the Company’s oil sands projects will reach payout in 2002. North Sea oil and 
liquids royalties decreased to $2.10 per barrel in the year 2001 from $2.40 per barrel in 2000 as a result 
of lower oil prices, but remained relatively consistent as a percentage of revenue at 5.4% compared to 
5.3% in 2000. Offshore West Africa oil and liquids royalties were incurred in the Kiame field due to the 
field reaching payout in the second quarter of 2001. Royalties as a percentage of oil and liquids revenue 
decreased to 8.9% in 2001, compared to 10.2% in 2000 (1999 — 10.7%). 


Natural gas royalties for the Company increased to $1.25 per thousand cubic feet in the year 2001 com- 
pared to the prior year due to the overall increase in natural gas prices. North American natural gas 
royalties are sensitive to price changes and increased as a percentage of gross sales due to the higher sales 
price received in 2001. Natural gas royalties for this segment increased to 24.3% of revenue or $1.26 per 
thousand cubic feet in 2001 from 23.8% of revenue or $1.08 per thousand cubic feet in 2000 (1999 — 
18.8% or $0.44 per thousand cubic feet). In the North Sea, the Company’s natural gas production is 
derived from the non-royalty paying Banff and Kyle fields. 


Production Expense 


2001 2000 1999 

Oil and liquids ($ millions) $ 558.9 $ 405.0 yi ahSoytl 
North America ($/bb/) $ 6.78 Se 8 BS ALSIG) 
North Sea ($/bb/) $ 9.00 $ 8.66 $ - 
Offshore West Africa ($/bb!) S277. Sie ZO $ - 
Company average ($/bbi) $ 7.42 $ 6.38 $ 4.90 
Natural gas ($ millions) $ 171.6 $124.9 $ 96.9 
North America ($/mcf) $ 0.50 Se Orae: Se OLSE 
North Sea ($/mcf) $ 0.94 Eerie OAS) $ 2 
Company average ($/mcf) $ 0.51 Sr Ora! Se OVST, 
Total production expense ($ millions) $ 730.5 $7 532.9 Soe 5210 
($/boe) $ 5.57 8 AAI asks 


North American oil and natural gas production expenses increased to $5.00 per boe compared with $4.41 
per boe in 2000 (1999 — $3.34 per boe) due to higher costs associated with fuel, power and processing 
incurred during the first half of the year. North American oil and liquids production expenses increased 
14% to $6.78 per barrel from $5.93 per barrel in 2000 (1999 — $4.90 per barrel). The increase in oil 
and liquids production expenses is related to the cost of natural gas used to produce steam that is inject- 
ed into the oil formation for the production of thermal heavy oil at Primrose. The costs of processing 
thermal heavy oil in Canada decreased in the last half of the year as a result of declining natural gas prices. 
North American natural gas production expenses increased 14% to $0.50 per thousand cubic feet in 
2001 from $0.44 per thousand cubic feet in 2000 (1999 — $0.37 per thousand cubic feet). This increase 
was due to higher fuel, power and processing costs incurred during the first half of the year and a larger 
proportion of natural gas production from higher production expense areas in British Columbia. 


North Sea production costs have increased 3% to $8.82 per boe in 2001 from $8.60 per boe in 2000. 
North Sea oil and liquids production costs have increased to $9.00 per barrel in 2001 from $8.66 per 
barrel in 2000. The increase Is a result of the Columba B and D fields reaching a production milestone 
during the year, thereby giving rise to higher tariff rates on a go forward basis. Offshore West Africa pro- 
duction expense averaged $21.77 per barrel of oil in 2001 compared to $20.41 per barrel in 2000 due 
to decreased production over which fixed costs associated with the FPSO in Angola are allocated. 


Depletion, Depreciation and Amortization 


($ millions, except boe amounts) 2001 2000 1999 
North America $ 750.9 Si S7e/ SS) hsv’ 
North Sea 129.0 54.4 - 
Offshore West Africa 23.9 2s - 
Total $ 903.8 $ 644.6 $3843 

($/boe) $ 6.89 Pon AS) SHES 108 


Depletion, depreciation and amortization increased 40% to $903.8 million from $644.6 million in 2000 
(1999 — $384.3 million). This increase was due to the higher costs associated with the Company's 
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increased emphasis on natural gas drilling and completion in North America as well as higher depletion 
costs in the North Sea and offshore West Africa segments acquired with Ranger. The rate on a per boe 
basis increased 20% to $6.89 from $5.75 in 2000 (1999 — $5.08). 


Administration Expense 


2001 2000 1999 

Gross costs ($ millions) $ 109.9 Kh e/a} Se 3/26 
($/boe) $ 0.84 $2270.61 $ 0.50 
Administration ($ millions) $ 37.6 A See) $ 17.0 
($/boe) $ 0.29 SEOs ee Os) 


Gross administration expense increased to $0.84 per boe from $0.61 per boe in 2000 (1999 — $0.50 per 
boe) mainly due to higher staffing levels associated with the growth in production and the acquisition of 
Ranger in July 2000. Gross administration expense also increased as a result of the higher costs associat- 
ed with the Company’s international operations. Net administration expense, after operator recoveries and 
capitalized overhead relating to exploration and development in the North Sea and offshore West Africa seg- 
ments, increased to $0.29 per boe in 2001 from $0.25 per boe in 2000 (1999 — $0.23 per boe). 


Interest Expense 


2001 2000 1999 

—_—_—— TT ee 
Total interest expense ($ millions) $ 137.8 $i 1623 $ 90.1 
($/boe) $ 1.05 $ 1.45 $ 1.19 
Average effective interest rate 5.4% 6.4% 5.4% 
EBITDA interest coverage 15.8x I33x OP2x 


Interest expense decreased to $137.8 million ($1.05 per boe) from $162.3 million ($1.45 per boe) in 2000 
(1999 — $90.1 million and $1.19 per boe). The decrease in interest expense was due to lower debt levels in 
the first three quarters of 2001 and the decrease in the average effective interest rate to 5.4% from 6.4% in 
2000 (1999 — 5.4%). Fixed-rate long-term debt as a percentage of total debt outstanding remained relatively 
stable at 21% (after interest rate swaps) as at December 31, 2001, compared to 23% at the end of 2000 
(1999 — 6%), which enabled the Company to benefit from the decrease in interest rates in 2001. 


Foreign Exchange 

Canadian Natural’s debt denominated in United States dollars increased to US $899.0 million, mainly due 
to the Company issuing US $400 million of United States debt securities, maturing July 15, 2011, and 
bearing interest at 6.70%. United States dollar denominated debt represented 53% of the total debt out- 
standing at December 31, 2001. This compares with US $509.0 million or 31% of total debt outstanding 
at the end of 2000 (1999 — US $196.0 million or 13%). Due to the greater amount of United States dollar 
denominated debt outstanding and the weakening Canadian dollar during the year 2001, the balance of 
deferred unrealized foreign exchange losses increased to $61.9 million from $13.8 million in 2000 (1999 
— $0.3 million). Unrealized foreign exchange losses charged to earnings amounted to $16.0 million in 
2001 compared to $2.6 million in 2000 (1999 — $2.2 million). 


Realized foreign exchange gains amounted to $1.3 million in 2001 and $0.2 million in 2000 (1999 — 
$0.4 million realized foreign exchange loss). 


Taxes 

($ millions) 2001 2000 1999 
ee 
Taxes other than income taxes 

Current $ 69.3 A olay eal $ 8.1 
Deferred (0.2) (7.6) ~ 
Total $ 69.1 $ 49.5 $ 8.1 
Current income tax 

North Sea $ 61.8 ABs 1 GKOITA $ = 
Large Corporations Tax 15.1 14.7 7.8 
Total $ 76.9 $ 48.4 $ 7.8 
Future income tax SaeZ2e2-5 $ 464.0 $ 136.8 


Effective income tax rate 33.8% 39.5% 42.0% 


Taxes other than income taxes consist of current and deferred petroleum revenue tax (“PRT”), other inter- 
national taxes and provincial capital taxes. Taxes other than income taxes increased to $69.1 million or 
$0.53 per boe in 2001 from $49.5 million or $0.44 per boe in 2000 (1999 — $8.1 million or $0.11 per 
boe). The increase in other taxes was mainly due to the inclusion of a full year of production from the 
North Sea properties acquired in the Ranger acquisition. North Sea PRT accounts for $59.1 million or 
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$0.45 per boe in 2001 compared to $33.3 million or $0.29 per boe in 2000. PRT is charged on appli- 
cable fields at a rate of 50% of net operating income after certain deductions. New fields, including Banff 
and Kyle, are not subject to PRT. 


Total current income tax expense in the North Sea is $61.8 million or $0.47 per boe. Net earnings in the 
North Sea are currently subject to a tax rate of 30%. Canadian Natural did not incur any cash Canadian 
federal income taxes in 2001. It is anticipated that, based on the current availability of $2.9 billion of tax 
pools in Canada at the end of 2001, the Company could be cash taxable in Canada in 2002 in the approx- 
imate range of $50 — $70 million. Canadian Natural is liable for the payment of federal Large Corporations 
Tax (“LCT”). LCT increased to $15.1 million or $0.11 per boe from $14.7 million or $0.13 per boe (1999 
— $7.8 million, $0.10 per boe) due to an increase in Canadian Natural’s capital base upon which the LCT 
is calculated. 


Canadian Natural’s future income tax provision for 2001 decreased to $282.5 million ($2.15 per boe) 
from $464.0 million ($4.14 per boe) in 2000 (1999 — $136.8 million or-$1.80 per boe) due to the 
decrease in net earnings before tax. Canadian Natural’s effective tax rate declined to 33.8% in 2001 from 
39.5% in 2000 and 42.0% in 1999. A portion of the decrease is a result of the reductions in certain 
Canadian provinces’ corporate income tax rates during 2001, resulting in a one-time reduction in the 
future income tax liability in the aggregate amount of $63.1 million. The effective tax rate is also reduced 
by the continuing benefit of the resource allowance on the Company’s Canadian operations and lower 
income tax rates in the international segments. 


LIQUIDITY AND CAPITAL RESOURCES 


($ millions, except ratios) 2001 2000 1999 
i 
Working capital deficit (surplus) $ 5.6 $ UHix® $ (36.4) 
Long-term debt 2,669.2 2,454.5 2,156.8 
Total $ 2,674.8 $12, 53108 $ 2,120.4 
Shareholders’ equity 

Preferred securities $ 118.3 Se $ — 
Share capital and contributed surplus 1,698.3 TE692.6 1,268.2 
Retained earnings 1,979.5 1,406.0 623.8 
Foreign currency translation adjustment 72.8 = - 
Total $ 3,868.9 $ 3,216.9 $ 1,892.0 
Debt to cash flow” 1.4x SX 2.9% 
Debt to book capitalization” 42.5% 45.4% 53.3% 
Debt to market capitalization” 36.5% 32.6% 35.4% 


Includes preferred securities as debt equivalents. 


Canadian Natural recognizes the need for a strong financial position in order to withstand volatile oil and nat- 
ural gas commodity prices and the operational risks inherent in the oil and natural gas business environment. 


Long-term debt at December 31, 2001, amounted to $2.7 billion and reflected a 1.4x debt to cash flow 
ratio and a debt to book capitalization of 42.5%, both reflecting our preferred securities as debt equiva- 
lents. These ratios are well within the Company’s guidelines for balance sheet management. 


During 2001, the Company successfully undertook to diversify its borrowing base through the filing of 
shelf prospectuses in Canada and the United States for the separate offering of up to $1 billion of medi- 
um-term notes in Canada and up to US $1 billion of debt securities in the United States. The securities, 
if and when issued, will be unsecured and will rank pari passu with other senior unsecured indebtedness 
of Canadian Natural. 


In July 2001, the Company issued US $400 million of ten-year, 6.70% notes to purchasers in the United 
States under the shelf prospectus. In January 2002, the Company issued US $400 million of 30-year, 
7.20% notes to purchasers in the United States. Net proceeds from both issuances were used to repay 
bank indebtedness. The securities were rated “Baal” by Moody’s Investors Service, Inc., “BBB+” by 
Standard & Poor’s Corporation and “BBB (high)” by Dominion Bond Rating Service Limited. Future offer- 
ings under the shelf prospectuses will provide flexibility to the Company's debt investment base, extend 
maturities and provide balance in fixed/floating interest rate ratios. 


Canadian Natural had unsecured bank credit facilities of approximately $1,840 million as at December 31, 
2001 compared with $2,800 million at the close of 2000 (1999 — $2,250 million). During 2001, Canadian 
Natural cancelled three bank lines of credit aggregating approximately $1 billion. The Company’s unutilized 
bank lines of credit currently exceed $900 million and are in addition to funds that are available through the 
Company’s Canadian and United States shelf prospectuses. The facilities are reviewed annually and require no 
principal repayments provided certain covenants, including specific financial ratios, are maintained. Canadian 
Natural anticipates continuing to meet these requirements under its current operating forecast for 2002. 
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Share Capital 

Canadian Natural issued 1.5 million common shares from the exercise of employee stock options and war- 
rants throughout the year 2001 for proceeds of $45.5 million. In 2000, 3.2 million common shares from 
the exercise of employee stock options were issued for proceeds of $65.3 million and a further 7.6 mil- 
lion common shares were issued to acquire Ranger (1999 — 1.2 million common shares from the exercise 
of employee stock options for proceeds of $21.6 million). 


The $118.3 million of preferred securities assumed on acquisition of Ranger represent equity under 
accounting principles generally accepted in Canada. Accordingly, the preferred securities dividend of $5.9 
million net of tax ($10.3 million before tax) was recorded directly to retained earnings during the year 
(2000 — $2.8 million net of tax, $5.0 million before tax). 


On January 17, 2001, the Company announced its intention to make a Normal Course Issuer Bid through 
the facilities of the Toronto Stock Exchange and the New York Stock Exchange to purchase up to 
6,114,726 common shares or 5% of the outstanding common shares of the Company during the 12- 
month period beginning January 22, 2001 and ending January 21, 2002. As at December 31, 2001, the 
Company had purchased 2,537,800 common shares for a total cost of $113.3 million. 


In January 2002, the Company renewed its Normal Course Issuer Bid, allowing the Company to purchase 
up to 6,060,180 common shares or 5% of the outstanding common shares of the Company during the 
12-month period beginning January 23, 2002 and ending January 22, 2003. 


On January 17, 2001, the Company announced the payment of a regular quarterly dividend of $0.10 per com- 
mon share payable in January, April, July and October of each year. The initial payment was made on April 1, 
2001 with the fourth payment made on January 1, 2002 to shareholders of record on December 14, 2001. 


The Company declared dividends on common shares in the amount of $48.5 million ($0.40 per share) 
during the year ended December 31, 2001. 


CAPITAL EXPENDITURES 


($ millions) 2001 2000 1999 
Acquisition of Ranger Oil Limited $ — $ 1,687.3 $ ~ 
Expenditures on property, plant and equipment 
Net property acquisitions $ 519.2 $150.2 $ 1,422.3 
Land acquisition and retention 100.5 79.7 46.2 
Seismic evaluations 94.6 40.5 WAS 
Well drilling, completion and equipping 644.7 524.0 274.8 
Pipeline and production facilities 395.0 SS5u, 143.2 
Total net reserve replacement expenditures 1,754.0 a SIOR A 1,904.4 
Projects under construction - = (6.5) 
Midstream operations 97.3 - - 
Oil sands 26.8 - - 
Head office 6.4 5:9 Zeit: 
Total net capital expenditures $ 1,884.5 $ 1,136.0 $ 1,900.6 
By segment 
North America $ 1,582.8 $ 1,041.8 $ 1,900.6 
North Sea 97.8 54.9 - 
Offshore West Africa 203.9 39:3 


Total $ 1,884.5 $ 1,136.0 $ 1,900.6 


The Company’s strategy is focused on continuing to build a diversified asset base, which is balanced 
between heavy oil, light and Pelican Lake oil and natural gas. In 2001, the Company demonstrated the diver- 
sity and strength of its asset base by adjusting its capital expenditure budget to reflect changing economies 
and focused drilling on natural gas locations that resulted in the successful discovery at Ladyfern. 


Capital expenditures totaled $1,884.5 million in the year 2001 compared to $1,136.0 million in 2000, 
excluding the corporate acquisition of Ranger (1999 — $1,900.6 million). Capital expenditures on North 
American properties accounted for 84% of expenditures, with the remainder expended in Canadian 
Natural’s core operating regions in the North Sea and offshore West Africa. Well drilling, completion and 
equipping increased 23% over the prior year with the drilling of 1,092 net wells, compared to 813 net 
wells in 2000 (1999 — 727 net wells). 


North American capital expenditures included the continuing development of the Ladyfern field where a 
total of seven wells were drilled and completed in 2001. The Company drilled fewer heavy oil wells and 
increased the number of natural gas wells that were drilled. Net property acquisitions included the acqui- 
sition of producing natural gas assets and undeveloped land in the Helmet area and the acquisition of 
additional producing and non-producing land interest in the Pelican Lake area. In addition, the Company 
disposed of a large portion of the United States assets acquired in the Ranger acquisition. 
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Capital expenditures also include the completion of phase one of the front-end engineering work for devel- 
opment of oil sands leases in the Horizon project. The Company's approach for this project is to extensively 
evaluate new technology options and predesign the infrastructure prior to construction. In this way, 
Canadian Natural will ensure cost certainty before significant activity begins. A strong staff of experts with 
experience in design, construction and operations in each of mining, extraction and upgrading has been 
assembled to lead this work. With respect to bitumen upgrading, Canadian Natural continues to evaluate 
various options, including both full and partial upgrading. The applications for project approval with reg- 
ulatory authorities will be submitted in mid-2002. Canadian Natural continues to schedule the start of 
construction in 2004, with first synthetic oil production as early as 2007. 


During 2001, the Company acquired the remaining 50% ownership interest in the ECHO Pipeline system 
and completed its planned extension. This pipeline, together with the Pelican Lake Pipeline (62% owned 
and operated) and the 15% ownership in the Cold Lake Pipeline, is part of the Company’s focus to man- 
age the development, and marketing of its heavy oil production. The midstream assets will allow the 
Company to transport its own production volumes at reduced operating costs as compared to other trans- 
portation alternatives as well as earn third party transportation revenue. 


Internationally, capital expenditures include the drilling of the Canadian Natural operated Baobab 1X well 
in deep water offshore Céte d’lvoire in West Africa. Oil was discovered in the lower Cretaceous sandstones 
and two drill stem tests on selected intervals tested in excess of 6,700 barrels of oil per day. A second 
successful well was drilled and tested at a rate in excess of 10,000 barrels of oil per day in the first quar- 
ter of 2002. In the second quarter of 2001, Canadian Natural increased its equity interest in its operated 
offshore Espoir field to 58.67% with the acquisition of one of its partner’s equity interest. Canadian 
Natural continued the development of the Espoir field located offshore Céte d’lvoire throughout 2001. 
This development included batch drilling of seven wells to an intermediate casing point from one wellhead 
tower, installation of a natural gas pipeline onshore from the field and in December, the arrival in the field 
of an FPSO vessel, the “Espoir Ivoirien”. The FPSO has a processing capacity of 40,000 barrels of oil per 
day with a storage capacity of one million barrels. In February 2002, the first producing well completed 
drilling and was placed on production through the FPSO at an initial rate of 8,500 barrels of oil per day. 


North Sea capital expenditures include tying in of the Kyle field in April 2001, the drilling of a third devel- 
opment well in the Kyle field and exploration in the Acorn/Beechnut field. 


RISKS AND UNCERTAINTIES 


Canadian Natural is exposed to several operational risks inherent in exploring, developing, producing and 
marketing of crude oil and natural gas. These inherent risks include: economic risk of finding and produc- 
ing reserves at a reasonable cost; financial risk of marketing reserves at an acceptable price given market 
conditions; cost of capital risk associated with securing the needed capital to carry out the Company’s oper- 
ations; risk of fluctuating foreign exchange rates; risk of carrying out operations with minimal environmental 
impact; risk of governmental policies, social instability or other political, economic or diplomatic develop- 
ments in its international operations; and credit risk of non-payment for sales contracts or non-performance 
by counter-parties to contracts. 


Canadian Natural uses a variety of means to help minimize these risks. The Company maintains a com- 
prehensive insurance program to reduce risk to an acceptable level and to protect it against significant 
losses. Operational control is enhanced by focusing efforts on large core areas with high working interests 
and by assuming operatorship of all key facilities. Product mix is diversified, ranging from the production 
of natural gas to the production of crude oil of various grades. Canadian Natural believes this diversifica- 
tion reduces price risk when compared with over leverage to one commodity. Marketing efforts are aimed 
at various markets to ensure that undue exposure to any one market does not exist. Financial instruments 
are utilized to help ensure targets are met and to manage commodity price, foreign currency and interest 
rate exposure. The Company minimizes credit risks by entering into sales contracts and financial deriva- 
tives with only highly rated entities and financial institutions. In addition, the Company reviews its 
exposure to individual companies on a regular basis, and where appropriate ensures that parental guaran- 
tees or letters of credit are in place to minimize the impact in the event of default. Canadian Natural had 
a number of sales contracts in place with Enron Corp. and its subsidiaries during 2001, the final settle- 
ment of which is not expected to have a material impact on the Company’s financial condition or results. 


The Company's current position with respect to its financial instruments is detailed in note 11 of the Company's 
consolidated financial statements. The arrangements and policies concerning the Company’s financial instru- 
ments are under constant review and may change depending upon the prevailing market conditions. 


Canadian Natural’s capital structure mix is also monitored on a continued basis to ensure that it optimizes 
flexibility, minimizes cost, and offers the greatest opportunity for growth. This includes the determination 
of a reasonable level of debt and any interest rate exposure risk that may exist. 


Canadian Natural continues to employ an Environmental Management Plan to ensure the welfare of its employ- 
ees, the communities in which it operates, and the environment as a whole. Environmental protection is of 
fundamental importance and is undertaken in accordance with guiding principles approved by the Company’s 
Board of Directors. A detailed copy of the Company’s Environmental Management Plan is presented to, and 
reviewed by, the Board of Directors annually. The Plan is updated quarterly at the Directors’ meetings. 
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OUTLOOK 


Canadian Natural has established a strong, balanced asset base. The asset base is comprised of convention- 
al exploration and production operations, midstream assets and oil sands leases. The asset base provides 
growth opportunities in the short, medium and long-term. Based upon its $1.5 billion dollar capital budget 
in 2002, the Company expects to produce an average of 379,000 to 393,000 barrels of oil equivalent per 
day, a 7% increase over 2001 levels. This increase is comprised of natural gas production increases to 
between 1,075 and 1,125 million cubic feet per day (918 million cubic feet per day in 2001) and oil and 
liquids sales to average between 200 and 210 thousand barrels of oil per day (206 thousand barrels per day 
in 2001). Canadian Natural’s 2002 capital expenditure program will be allocated approximately 79% to 
Canadian operations and 21% to international opportunities in the North Sea and offshore West Africa. It is 
anticipated that because of the Company’s balanced asset base, the production mix for the year 2002 will 
be 19% light oil, 8% Pelican Lake oil, 25% heavy oil and 48% natural gas. 


Canadian Natural’s financial position is strong and we will continue to adhere to our long-term targets, 
ensuring our financial flexibility. In light of this, the Board of Directors announced that the annual dividend 
would increase 25% to $0.50 per common share payable quarterly, commencing with the April 1, 2002 
payment. Furthermore, Canadian Natural extended for an additional 12-month period its Normal Course 
Issuer Bid through the facilities of the Toronto Stock Exchange and the New York Stock Exchange. The Bid 
allows for the purchase of up to 5% of the Company’s common shares outstanding or 6,060,180 common 
shares during the 12-month period ending January 22, 2003. 


SENSITIVITY ANALYSIS 


Annualized sensitivities to certain factors, which would influence the Company's financial results, are as follows: 


Cash flow Cash flow 
from from Net Net 
operations” operations” earnings” earnings” 
($ millions) . (per share — basic) ($ millions) . (per share — basic) 
Price changes 
Oil — WTI US $1.00/bb!I® 
Excluding financial derivatives $98 $0.80 $69 $0.57 
Including financial derivatives $74-$98 $0.61 — $0.80 $52 -$69 $0.43 - $0.57 
Natural gas — Cdn $1.00/mcf® 
Excluding financial derivatives $285 $2.35 $174 $1.43 


Including financial derivatives $231-$267 $1.90 - $2.20 $141 -$163 $1.16 — $1.34 


Volume changes 
Oil — 10,000 bbls/d $36 $0.30 $6 $0.05 
Natural gas — 10 mmcf/d $7 $0.05 $1 $0.01 


Foreign currency rate change 
$0.01 increase in Cdn $ in relation 


to US $ 

Excluding financial derivatives $30 $0.25 $18 $0.15 

Including financial derivatives $24 -$28 $0.20 — $0.23 $15-$17 $0.12 - $0.14 
Interest rate change —- 1% $20 $0.16 $12 $0.10 


” The sensitivities are calculated based on 2001 fourth quarter results. 
® Attributable to common shareholders. 
® For details of financial derivatives in place, see financial statement note 11. 
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Daily Production By Segment 


Q4 Q3 Q2 Ql 2001 2000 1999 
Oil and liquids (bb/s/d) 
North America 159,000 162,890 168,938 176,102 166,675 154331 86,750 
North Sea 35,749 40,356 41,556 27,210 36,252 L795 - 
Offshore West Africa 3,251 3,819 4,222 2,276 3,396 2,065 = 
Total 198,000 207,065 214,716 205,588 206,323 173,591 86,750 
Natural gas (mmcf/d) 
North America 993 906 873 851 906 7193 721 
North Sea 19 18 12 - 12 i _ 
Total 1,012 924 885 851 918 794 721 
Barrels of oil 
equivalent (boe/d) 
North America 324,490 313,838 314,377 317,896 317,658 286,476 206,922 
North Sea 38,853 43,372 43,555 27,210 38,293 17,446 = 
Offshore West Africa 3,251 3,819 4,222 2,276 3,396 2,065 - 
Total 366,594 361,029 362,154 347,382 359,347 305,987 206,922 
Per Unit Results 
Q4 Q3 Q2 Ql 2001 2000 1999 
Oil and liquids ($/bb/) 
Sales price $ 21.28 $ 28.37 $ 25.32 $ 22.06 $ 24.31 $ 29:99 $ 21.04 
Royalties 1.41 2.47 2.42 2.36 PANTS 3.05 2.25 
Production expense Tal 7.10 7.32 7.88 7.42 6.38 4.90 
Netback $ 12.46 $ 18.80 $ 15.58 $ 11.82 $ 14.72 $ 20.56 $ 13.89 
Natural gas ($/mcf) 
Sales price $ 2.94 $ 3.12 $ 5.93 $ 9.30 $ 5.16 BSeeAsoeGere so 
Royalties 0.62 0.67 1.47 2.40 125 1.08 0.44 
Production expense 0.53 0.50 0.50 0.50 0.51 0.44 Ors 
Netback $ 1.79 $ 195 $ 3.96 $ 640 $ 3.40 FeSO tees 
Barrels of oil 
equivalent ($/boe) 
Sales price $ 19.62 $ 24.25 $ 29.54 $ 35.85 $ 27.15 ESEes SiO 
Royalties 2.47 3.14 5.03 To. 4.42 4.51 2.49 
Production expense 5.47 5.36 Se 5.89 5.57 4.76 3.34 
Netback $ 11.68 $ 15.75 $ 18.94 $ 22.69 $ 17.16 $919.50) -$ 1120 
Netback Analysis 
($/boe, except daily production) 2001 2000 1999 
Daily production (boe) 359,347 305,987 206,922 
Sales price Ce27aL5 RS ASR TEE SeleOS 
Royalties 4.42 Asi 2.49 
Production expense 5.57 4.76 3.34 
Netback 17.16 19.50 WAG) 
Administration 0.29 0.25 0.23 
Interest 1.05 1.45 AS, 
Foreign exchange (gain) loss (0.01) - 0.01 
Taxes other than income tax (current) 0.53 OS 0.11 
Current income tax (North Sea) 0.47 0.30 - 
Current income tax (Large Corporations Tax) 0.11 0.13 0.10 
Cash flow 14.72 16.86 9956 
Depletion, depreciation and amortization 6.89 Sd 5.08 
Loss on sale of United States assets 0.19 a a 
Unrealized foreign exchange loss 0.12 0.03 0.03 
Taxes other than income tax (deferred) - (0.07) ~ 
Future income taxes 2715 4.14 1.80 
Net earnings Sper 7.01 2.65 
Dividend on preferred securities 0.04 0.03 - 
Net earnings attributable to common shareholders SeeeoesS $ 6.98 See 265 
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Quarterly Financial Information 


($ millions, except per share amounts) Q4 Q3 Q2 Ql Total 
2001 
Oil and natural gas revenue $ 661.5 $ 805.5 $ 973.5 $1,1209 $3,561.4 
Cash flow from operations attributable to 
common shareholders $ 325.7 $ 437.4 $ 527.6 $ 629.3 $1,9200 
Per share — basic Sa 2.69 65 3163'S 4:36 $5.15) 15:83 
— diluted So 2.6375) 3750.9" 4.18 $ 94:94" Ss) 15:25 


Net earnings attributable to 


common shareholders $ 52.0 $ 132.3 $ 249.4 $ 264.5 $ 698.2 
Per share — basic SOAS ete Ove Sa 2061. realy S76 
— diluted $ 0.43 $ 1.08 $ 1.97 $ 2.08 $ 5.56 
2000 
Oil and natural gas revenue $ 10309 $10038 $ 637.4 $ 550.4 $ 3.2225 
Cash flow from operations attributable to 
common shareholders $  552.7--$  587.4-$. 400.3 $ 343:2 $ 18836 
Per share — basic GS A aie) SS SATE GS SiS SS SOG). AS IG 4! 
— diluted CeO baer CO nbs 44 an be oO ae pel onO4 
Net earnings attributable to 
common shareholders See OO Oe eA ee Sal Dee pee PA pee Seer 
Per share — basic See SA hee OAs hee Spe Saale Cian. b re OuO 
— diluted GB SE atee IAS Io Sails Syl bee Redes GH SO) 


Trading and Share Statistics 
2001 2000 
Q4 Q3 Q2 Qi Total Total 
TSE — CDN $ 


Trading volume (thousands) 34,513 24,564 37,512 37,155 133,744 mAikess 
Share price ($/share) 

High ¢ 45.25 $ 49.49 $ 52.35 $ 50.30 $ 52.35 Rm5G20 

Low $ 35.90 $ 37.65 $ 42.90 $ 39.35 $ 35.90 $ 29.80 

Close $ 38.31 $ 38.76 $ 44.85 $ 45.65 $ 38.31 $ 41.50 
Market capitalization at 

December 31 ($ millions) $ 4,643 $ 5,075 
Shares outstanding (thousands) 121,201 Bye? 79 
NYSE - US $ 
Trading volume (thousands) 1,504 1,054 1,855 778 5,191 793 
Share price ($/share) 

High $ 28.80 $ 32:25 $ 34.51 $ 32.45 $ 34.51 Saee7esi 

Low $ 22.80 $ 23.96 $ 27.85 $ 26.38 $ 22.80 $ 24.75 

Close $ 24.40 $ 24.34 $ 29.65 $ 28.85 $ 24.40 $ 27.50 
Market capitalization at 

December 31 ($ millions) $ 2,957 $93°363 
Common shares 

outstanding (thousands) 121,201 Ba22279 
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management’s report 


The accompanying consolidated financial statements and all information in the annual report are the respon- 
sibility of management. The consolidated financial statements have been prepared by management in 
accordance with the accounting policies in the notes to the consolidated financial statements. Where neces- 
sary, management has made informed judgements and estimates in accounting for transactions which were not 
complete at the balance sheet date. In the opinion of management, the financial statements have been pre- 
pared within acceptable limits of materiality and are in accordance with Canadian generally accepted 
accounting principles appropriate in the circumstances. The financial information elsewhere in the annual 
report has been reviewed to ensure consistency with that in the consolidated financial statements. 


Management maintains appropriate systems of internal control. Policies and procedures are designed to 
give reasonable assurance that transactions are appropriately authorized, assets are safeguarded from loss 
or unauthorized use and financial records are properly maintained to provide reliable information for prepa- 
ration of financial statements. 


PricewaterhouseCoopers LLP, an independent firm of Chartered Accountants, has been engaged, as approved by 
a vote of the shareholders at the Company’s most recent Annual General Meeting, to examine the consolidated 
financial statements in accordance with generally accepted auditing standards in Canada and provide an inde- 
pendent professional opinion. Their report is presented with the consolidated financial statements. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Board exercises this responsibility through the Audit Committee of the 
Board. This committee, which is comprised of a majority of non-management directors, meets with man- 
agement and the external auditors to satisfy itself that management responsibilities are properly discharged 
and to review the consolidated financial statements before they are presented to the Board of Directors for 
approval. The consolidated financial statements have been approved by the Board of Directors on the rec- 


ommendation of the Audit Committee. 
John G. Langille, ca Douglas A. Proll, ca Randall S. Davis, ca 
President and Director Vice-President, Finance Manager, Financial Accounting 


February 26, 2002 


auditors’ report to the shareholders 


We have audited the consolidated balance sheets of Canadian Natural Resources Limited as at December 
31, 2001 and 2000 and the consolidated statements of earnings, retained earnings and cash flows for 
each of the years in the three year period ended December 31, 2001. These consolidated financial state- 
ments are the responsibility of the Company’s management. Our responsibility is to express an opinion on 
these consolidated financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those stan- 
dards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence sup- 
porting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the over- 
all financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the finan- 
cial position of the Company as at December 31, 2001 and 2000 and the results of its operations and its 
cash flows for each of the years in the three year period ended December 31, 2001 in accordance with 
accounting principles generally accepted in Canada. 


Deraatirheuatorpes LLP 
Calgary, Alberta PricewaterhouseCoopers LLP 
February 26, 2002 Chartered Accountants 
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consolidated balance sheets 


As at December 31 
(millions of Canadian dollars) 


ASSETS 
Current assets 


Cash 
Accounts receivable and other 


Property, plant and equipment (note 3) 
Deferred charges (note 4) 


LIABILITIES 
Current liabilities 


Accounts payable 
Accrued liabilities 
Current portion of long-term debt (note 5) 


Long-term debt (note 5) 
Future site restoration (note 6) 
Future income tax (note 7) 


SHAREHOLDERS’ EQUITY 

Preferred securities (note 8) 

Share capital and contributed surplus (note 9) 
Retained earnings 

Foreign currency translation adjustment (note 1) 


Signed on behalf of the Board 


oe 5 


James S. Palmer N. Murray Edwards 
Chairman of the Audit Director 
Committee and Director 
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2001 2000 
$ 15.0 Bes 28.0 
509.0 584.0 
524.0 612.0 
8,442.9 7,141.5 
73.8 22k 
9,040.7 MTS 
249.5 SOin 
264.2 Sl 
1529 16.5 
529.6 689.3 
2,669.2 2,454.5 
193.8 170.5 
7792 1,244.4 
5,171.8 4,558.7 
118.3 118.3 
1,698.3 1,692.6 
1,979.5 1,406.0 
72.8 = 
3,868.9 S269 
$ 9,040.7. $ 7,775.6 


consolidated statements of earnings 


For the Years Ended December 31 


(millions of Canadian dollars, except per share amounts) 2001 2000 1999 
Revenue 
Oil and natural gas $ 3,561.4 GaSe ee $ 1,286.8 
Less: royalties (580.3) (506.2) (187.9) 
2,981.1 ZINES 1,098.9 
Expenses 
Production 730.5 532.9 ZBen0) 
Depletion, depreciation and amortization 903.8 644.6 384.3 
Administration 37.6 PY E70 
Interest 137.8 162.3 90.1 
Foreign exchange loss 14.7 2.4 2.6 
Loss on sale of United States assets (note 3) 24.1 - - 
1,848.5 1,369.4 746.0 
Earnings Before Taxes 1EES2:6 1,346.9 352.9 
Taxes other than income tax (note 7) 69.1 49.5 8.1 
Current income tax (note 7) 76.9 48.4 7.8 
Future income tax (note 7) 282.5 464.0 136.8 
Net Earnings 704.1 785.0 200.2 
Dividend on preferred securities (net of tax) (5.9) (2.8) = 
Net Earnings Attributable to Common Shareholders $ 698.2 BiSeiec2 ee Sa 2002 


Net earnings per common share attributable 
to common shareholders (notes 2 and 10) 
Basic $ 3) 
Diluted $ 5.56 


consolidated statements of retained earnings 


For the Years Ended December 31 


(millions of Canadian dollars) 2001 2000 1999 
Retained Earnings — Beginning of Year $ 1,406.0 BeSieeG2S Sue me ore 
Net earnings 704.1 785.0 200.2 
Purchase of common shares (note 9) (76.2) = = 
Dividend on common shares (note 9) (48.5) = = 
Dividend on preferred securities (net of tax) (5.9) (2.8) = 
Retained Earnings — End of Year $ 1,979.5 BESeeAOG OeeS= moles 
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consolidated statements 


For the Years Ended December 31 
(millions of Canadian dollars) 


Operating Activities 

Net earnings 

Non-cash items 
Depletion, depreciation and amortization 
Loss on sale of United States assets 
Deferred petroleum revenue tax (recovery) 
Future income tax 
Unrealized foreign exchange loss 


Cash flows provided from operations 
Net change in non-cash working capital 


Financing Activities 

(Repayment) increase of bank credit facilities 
Repayment of limited recourse loan 
Repayment of senior unsecured notes 
Issue of US debt securities 

Issue of medium-term notes 

Issue of common shares 

Purchase of common shares 

Dividend on common shares 

Dividend on preferred securities 

Net change in non-cash working capital 


Investing Activities 

Expenditures on property, plant and equipment 
Corporate acquisition (note 12) 

Net proceeds on sale of property, plant and equipment 
Net expenditures on property, plant and equipment 
Net change in non-cash working capital 


(Decrease) Increase in Cash 
Cash — Beginning of Year 
Cash — End of Year 


Supplemental disclosure of cash flow information 


Interest paid 
Taxes paid 
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of cash flows 


2001 2000 1999 

$ 704.1 $ 785.0 $ 200.2 
903.8 644.6 384.3 
24.1 = = 

(0.2) (7.6) = 

282.5 464.0 136.8 
16.0 2.6 2D 
1,930.3 1,888.6 YESS 
(42.2) (55.4) (54.7) 
1,888.1 1583322 668.8 
(442.3) (187.7) 623.5 
(11.8) (0.7) - 
(15.8) G5 a) oy 
615.2 = = 
12520 125.0 

42.8 66.4 404.3 
(113.3) = = 
(36.4) - - 
(10.3) (5.0) = 

7.4 5.8 0.1 

35.5 G3) IL ISy2S) 
(1,947.5) (1,294.6) (1,923.7) 

= (J22,8) = 

63.0 160.3 26.0 
(1,884.5) Ge Ss7es) (1,897.7) 
(52.1) 63.1 76.0 
(1,936.6) (1,794.0) (1,821.7) 
(13.0) 27.9 - 

28.0 0.1 0.1 

$ 15.0 $ 28.0 $ Ox 
$ 127.4 $ 169.3 $ 90.0 
$ 161.2 $ 6233 $ WAn Ss 


notes to the consolidated financial statements 


(tabular amounts in millions of Canadian dollars, unless otherwise stated) 


1 ACCOUNTING POLICIES 

The consolidated financial statements of Canadian Natural Resources Limited (the "Company") have been prepared in accordance with 
accounting principles generally accepted in Canada. Management has made estimates and assumptions regarding certain assets, liabilities, 
revenues and expenses in the preparation of the financial statements. Such estimates primarily relate to unsettled transactions and events as 
of the date of the financial statements. Accordingly, actual results may differ from estimated amounts. Significant accounting policies are 
summarized as follows: 


Principles of consolidation 
The consolidated financial statements include the accounts of the Company and all of its subsidiaries and partnerships. A portion of the 
Company's activity is conducted jointly with others and the consolidated financial statements reflect only the Company’s proportionate 
interest in such activities. 


Cash and cash equivalents 
Cash comprises cash on hand and demand deposits. Other investments (term deposits and certificates of deposit) purchased with a maturity 
date of three months or less are reported as cash equivalents. 


Property, plant and equipment 

The Company follows the full cost method of accounting for petroleum and natural gas properties and equipment as prescribed by the Canadian 
Institute of Chartered Accountants ("CICA") whereby all costs relating to the exploration for and development of oil and natural gas reserves are 
capitalized and accumulated in country-by-country cost centres. Proceeds on disposal of properties are ordinarily deducted from such costs 
without recognition of profit or loss except where such disposal constitutes a significant portion of the Company's reserves in that country. 


The costs related to each cost centre from which there is production are depleted on the unit-of-production method based on the estimated 
proved reserves of each country. Volumes of net production and net reserves before royalties are converted to equivalent units on the basis 
of estimated relative energy content. In determining its depletion base, the Company includes estimated future costs to be incurred in 
developing proved reserves and excludes the cost of unproved properties. The unproved properties are assessed periodically to ascertain 
whether impairment has occurred. When proved reserves are assigned or the value of the unproved property is considered to be impaired, 
the cost of the unproved property or the amount of the impairment is added to costs subject to depletion. Certain costs in cost centres 
from which there has been no commercial production are not subject to depletion until commercial production commences. 


Processing and production facilities (“facilities”), net of salvage value, are depreciated based on their estimated useful life of 20 years. 


The Company carries its petroleum and natural gas properties at the lower of the capitalized cost and net recoverable value (the “ceiling 
test”). The net capitalized cost of each cost centre is calculated as the net book value of the related assets less the accumulated provi- 
sions for future income taxes and future site restoration. Net recoverable value is limited to the sum of future net revenues from proved 
properties and the cost of unproved properties net of provisions for impairment less estimated future financing and administrative expens- 
es and income taxes. Future net revenues are based on prices and costs prevailing at year end. 


Future site restoration 

Estimated future dismantlement, site restoration and abandonment costs of petroleum and natural gas properties are provided for using the 
unit-of-production method. Facilities are provided for using the straight-line method over the estimated useful life of the assets of 20 years. 
Expenditures incurred to dismantle facilities and restore well sites are charged against the related restoration liability. 


Depreciation and amortization of other capital assets 
Other capital assets are amortized on a declining balance basis over their estimated useful life of five years. 


Foreign currency translation 

Effective October 1, 2001, the Company determined that as a result of a change in the management structure for its international oper- 
ations, operations in the North Sea were now operationally and financially independent and the current rate method of translation was 
adopted for translation of the financial statements of the North Sea subsidiaries. Under this method, assets and liabilities are translated 
to Canadian dollars from their functional currency using the exchange rate in effect at the balance sheet date. Revenues and expenses 
are translated to Canadian dollars at the monthly average exchange rate. Gains or losses on translation are included in the foreign currency 
translation adjustment in shareholders’ equity in the consolidated balance sheets. This change has been applied prospectively. Had the 
change not been adopted, assets and liabilities of the Company as at December 31, 2001, would have been $8,957.9 million and 
$5,164.2 million, respectively and net earnings for the Company for the year ended December 31, 2001, would have been $701.7 million. 


Operations that are not considered to be self-sustaining are translated using the temporal method. For foreign currency balances and inte- 
grated subsidiaries, monetary assets and liabilities are translated to Canadian dollars at the exchange rate in effect at the balance sheet 
date and non-monetary assets and liabilities are translated at the rate of exchange in effect when the assets are acquired or obligations 
incurred. Revenues and expenses are translated to Canadian dollars at the monthly average exchange rate. Provisions for depletion, depre- 
ciation and future site restoration are translated at the same rate as the related items. Preferred securities are not revalued for changes 
in the exchange rate as they are considered to be equity of the Company. 


Petroleum revenue tax 

The Company accounts for future United Kingdom petroleum revenue tax ("PRT") by the life-of-the-field method. The total future liabil- 
ity or recovery of PRT is estimated using current prices and costs. The estimated future PRT is apportioned to accounting periods on the 
basis of estimated future revenues. Changes in the estimated total future PRT are accounted for prospectively. 
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Income tax 

The Company follows the liability method of accounting for income taxes. Under this method, income tax assets and liabilities are recog- 
nized based on the estimated tax effects of temporary differences in the carrying value of assets and liabilities in the financial statements 
and their respective tax bases, using income tax rates substantially enacted on the balance sheet date. The effect of a change in income 
tax rates on the future income tax assets and liabilities is recognized in income in the period of the change. 


Stock-based compensation plans 

Consideration paid by employees or directors on the exercise of stock options under the employee stock option plan is recorded as share 
capital. No compensation expense is recorded either on granting or exercise of options under the plan. The Company matches employee con- 
tributions to the stock savings plan and these cash payments are recorded as compensation expense. 


Financial instruments 

The Company uses various financial instruments to reduce its exposure to commodity price and foreign exchange rate fluctuations. The 
Company does not use these instruments for trading purposes. Gains or losses on these contracts are included in oil and natural gas 
revenue at the time of sale of the related product. The Company also uses financial instruments to manage its interest rate exposure. 
Gains or losses on these contracts are included in interest expense. 


2 CHANGE IN ACCOUNTING POLICIES 


Earnings per share 

Effective January 1, 2001, the Company adopted the CICA’s new accounting standard with respect to the calculation and presentation 
of per share amounts. Under the new standard, the treasury stock method of calculating per share amounts is used whereby any proceeds 
from the exercise of stock options or other dilutive instruments are assumed to be used to purchase common Shares at the average mar- 
ket price during the period. The new standard has been applied retroactively and prior periods have been restated. The new standard has 
no effect on basic per share and diluted per share amounts. 


3 PROPERTY, PLANT AND EQUIPMENT 
2001 


Accumulated 
depletion and 


Cost pee depreciation Net 

Oil and natural gas 
North America $ 9,778.9 $ 2,627.9 $ 7,151.0 
North Sea 1,050.3 184.7 865.6 
Offshore West Africa 425.2 15:3 409.9 
Other 32.3 15:9 16.4 


$ 11,286.7 $ 2,843.8 $ 8,442.9 


2000 


Accumulated 
depletion and 


Cost depreciation Net 

Oil and natural gas 
North America $ 8,010.6 $ 1,918.8 $ 6,091.8 
North Sea 868.3 52s 816.0 
Offshore West Africa PRERN 0.9 220.4 
Other 24.6 1S 1333) 


$e 92458 Se 98353 $. 7,141-5 


North American oil and natural gas asset expenditures for 2001 include a $190.4 million future tax addition (2000 — $76.6 million future tax 
recovery) on the purchase and sale of assets with a tax basis that differs from the purchase and sale price. During the year ended 
December 31, 2001, the Company capitalized administrative overhead of $6.7 million (2000 — $3.7 million; 1999 — $nil) relating to 
exploration and development in the North Sea and offshore West Africa. Costs of $1,032.9 million (2000 — $714.1 million; 1999 - $418.1 
million) relating to unproved land and pre-commercial operations have been excluded from the Company’s depletion base. During the year, 
the Company sold a large portion of its properties in the United States and recorded a loss on sale of $24.1 million. 


The Company has never had a writedown of property, plant and equipment under the ceiling test. 


4 DEFERRED CHARGES 


2001 2000 
Unrealized foreign exchange loss $ 61.9 $ 13.8 
Deferred petroleum revenue tax LS 8.3 
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5 LONG-TERM DEBT 


Pro forma 
January 1, 2002" 2001 2000 
ee 
Bank credit facilities 
Bankers’ acceptances $2 6/38-5 $ 1,003.4 BepaieAase, 
US $ Bankers’ acceptances (US $196 million) = 312.1 294.0 
US $ LIBOR advances (US $100 million) 159.3 159.3 150.0 
Limited recourse loan - - 11.8 
Medium term notes 
6.85% unsecured debentures due May 28, 2004 525.0 125.0 125.0 
7.40% unsecured debentures due March 1, 2007 125.0 125.0 125.0 
US debt securities 
6.70% due July 15, 2011 (US $400 million) 637.0 637.0 - 
7.20% due January 15, 2032 (US $400 million) 637.0 ~ - 
Senior unsecured notes 
6.95% due September 30, 2003 (US $20 million, 2000 — US $30 million) 31.9 31.9 45.0 
6.42% due May 27, 2004 (US $40 million) 63:7 63.7 60.0 
6.50% due May 1, 2008 (US $50 million) 79.6 79.6 75.0 
Adjustable rate due May 27, 2009 (US $93 million) 148.1 148.1 1395 
2,085.1 2,685.1 2,471.0 
Current portion of long-term debt (15.9) (15.9) (16.5) 


$ 2,669.2 $ 2,669.2 $ 2,454.5 
® On January 23, 2002, the Company issued US $400 million of debt securities. The pro forma gives effect to the proceeds and their initial use. 


Bank credit facilities 

The Company has unsecured bank credit facilities of approximately $1,840 million comprised of a $100 million operating demand facility, a 
revolving credit and term loan facility totaling $1,500 million and a revolving credit and term loan facility of US $150 million. The Canadian 
revolving credit and term loan facility is fully revolving for 364-day periods with a provision for extension at the mutual agreement of the Company 
and the lenders. If not extended, the facility converts to a non-revolving reducing loan with a term of four years. Principal payments during the 
term period amortize on the basis of one-fourth of the outstanding principal being due 12 months after the initiation of the term period followed 
by 12 equal quarterly payments thereafter. The facility provides that the borrowings may be made by way of operating advance, prime loans, 
bankers’ acceptances, US base rate loans or US dollar LIBOR advances which bear interest at the bank’s prime rates or at money market rates 
plus applicable margins. The US $150 million credit facility provides for LIBOR advances bearing interest at market rates plus applicable mar- 
gins and is fully revolving for a 364-day period with a provision for extension by mutual agreement of the lenders and the Company. If not 
extended, the facility converts into a non-revolving reducing loan with a one-year term, with the principal amount payable at the end of the term. 
During the year, the Company repaid and cancelled two credit facilities totaling $975 million as well as the limited recourse loan. 


In addition to the outstanding debt, letters of credit aggregating $30.2 million have been issued. 


Medium-term notes 

In July 2001, the Company authorized a new medium-term notes program in the aggregate principal amount of up to $1 billion for issue 
in Canada. The notes bear interest as determined at the date of issuance. No amounts are currently drawn under this program. The 
Company has $250 million of medium-term notes outstanding from a previous medium-term notes program. 


US debt securities 

In July 2001, the Company authorized a US debt securities program in the aggregate principal amount of up to US $1 billion for issue 
in the United States. The notes bear interest as determined at the date of issuance. On July 24, 2001, the Company issued 
US $400 million of US debt securities, maturing July 15, 2011, bearing interest at 6.70%. In August 2001, the Company entered into 
interest rate swap contracts that convert the fixed rate interest coupon into a floating interest rate for a portion of the term (note 11). 


On January 23, 2002, the Company issued US $400 million of US debt securities maturing January 15, 2032, bearing interest at 
7.20%. Proceeds from the notes issued were used to repay bankers’ acceptances under the Company’s bank credit facilities, including 
the US $196 million bankers’ acceptances. The Company subsequently entered into interest rate swap contracts that convert the fixed 
rate interest coupon into a floating interest rate for a portion of the term (note 11). 


Senior unsecured notes 

The 6.95% notes due September 30, 2003, have principal repayments of US $10.0 million on September 30, 2002 and September 
30, 2003. The 6.42% notes are due in full May 27, 2004. Annual principal repayments of US $10.0 million on the 6.50% notes com- 
mence May 1, 2004, through May 1, 2008. The adjustable rate notes bear interest at 6.54% increasing to 6.64% under certain 
circumstances, and have annual principal repayments of US $31.0 million commencing on May 27, 2007, through May 27, 2009. The 
debt instruments contain covenants pertaining to the Company’s net worth, certain financial ratios and the ability to grant security. At 
December 31, 2001, the Company is in compliance with all covenants. 


Required debt repayments 
Required debt repayments are as follows: 


Year Repayment 


2002 $ 15.9 
2003 $ 15.9 
2004 $9 204°6 
2005 $ 15.9 
2006 $ 15.9 
Thereafter $ 942.1 


No debt repayments are reflected for the bank credit facilities due to the extendable nature of the facilities. 
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6 FUTURE SITE RESTORATION 


2001 2000 
Balance — beginning of year $ 170.5 Gas 36.9 
Site restoration provision 34.1 19.4 
Current year expenditures (9.5) (15.1) 
Acquisitions and dispositions (1z3) T2993 
Balance — end of year $ 193.8 Beseeei7or 


At December 31, 2001, the Company’s total estimated future site restoration costs, without taking into account salvage values, were 
$1,081.0 million (2000 — $874.3 million). These costs will be accrued over the life of the Company's proved reserves. 


7 TAXES 
Taxes other than income tax 
2001 
Current petroleum revenue tax $ 59.3 
Deferred petroleum revenue tax (recovery) (0.2) 
Provincial capital taxes and surcharges 8.5 
Other 1.5 
$ 69.1 


$ 49.5 


1999 

$ Aes 
8.1 

$ 8.1 


The measurement of petroleum revenue tax expense and the related provision in the consolidated financial statements are subject to uncer- 
tainty associated with future recoverability of oil and natural gas reserves, commodity prices and the timing of future events, which could 


result in material changes to deferred amounts. 


income tax 
The provision for income tax is as follows: 
2001 2000 
Current income tax expense 
Current income tax — North Sea $ 61.8. §$ Som, 
Large Corporations Tax — North America Sot 14.7 
76.9 48.4 
Future income tax expense 282.5 464.0 
$359.4 Reo 


1999 

$ ES 
7.8 

7.8 

136.8 
SHAAN 


The provision for income taxes is different from the amount computed by applying the combined statutory Canadian federal and provincial 


income tax rates to earnings before taxes. The reasons for the difference are as follows: 


2001 2000 1999 
42. 8% 44.0% 44.0% 
Income tax provision at statutory rate $ 484.8 Seo 59276 Seto 5sS 
Effect on taxes of: 
Non-deductibility of crown royalties, lease rentals and mineral taxes 201.1 TOSEZ 64.8 
Resource allowance (219.5) (238.1) (Siar) 
Large Corporations Tax 15.1 14.7 7.8 
Deductible petroleum revenue tax (25.3) (14.6) - 
Foreign tax rate differentials (18.9) (40.9) - 
Provincial income tax rate reductions (63.1) = = 
Other (14.8) 55 (0.6) 
Non-tax base depletion ~ - SO 
$ 359.4 MiGeeeol2 aes AANG 
The following table summarizes the temporary differences that give rise to the future income tax liability: 
2001 2000 
Future income tax liabilities 
Property, plant and equipment $ 1,384.8 $ 1,052.4 
Timing of partnership items 493.2 479.5 
Other 5.0 5.0 
Future income tax assets 
Future site restoration (54.1) (49.0) 
Attributed Canadian Royalty Income (39.8) (36.7) 
Non-capital income tax losses - (180.5) 
Other (9.9) (26.3) 
Future income tax liability $ 1,779.2 § 1,244.4 
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8 PREFERRED SECURITIES 

The US $80 million preferred securities are in the form of 8.30% subordinated notes. Principal repayments of US $26.7 million are 
required annually commencing June 25, 2009. The securities may be prepaid at the option of the Company at any time. The prepaid 
amount is subject to certain adjustments to compensate holders for any potential loss of return over the original life of the securities, 
based on market conditions at that time. The notes are subordinated to the long-term debt of the Company and contain, among other 
things, certain financial covenants restricting the granting of security for new borrowings and the maintenance of specified financial 
ratios. As at December 31, 2001, the Company is in compliance with all covenants. 


The Company has the unrestricted right to pay dividends, principal and principal prepayment amounts by delivering common shares to 
the Trustee of the preferred securities. The semi-annual dividend payments may be deferred at the option of the Company for up to two 
consecutive periods, with a maximum of eight deferral periods over the life of the securities. 


9 SHARE CAPITAL AND CONTRIBUTED SURPLUS 


Authorized 
200,000 Class 1 preferred shares with a stated value of $10 each. Unlimited number of common shares without par value. 


Share capital and contributed surplus 


2001 2000 
Common shares $ 1,698.3 $ 1,688.0 
Warrants - Dif 
Contributed surplus ISS) 


$ 1,698.3 $ 1,692.6 


Issued 
2001 2000 
Number Number 
of shares of shares 
(thousands) Amount es (thousands) Amount 
Common shares 
Balance — beginning of year 122,279 $ 1,688.0 TEAS ANd 2oSee 
Issued for acquisition of Ranger - - 7,602 358.0 
Exercise of stock options 1,005 29.2 3,188 65.3 
Exercise of warrants 455 16.3 35 3 
Purchase of shares under Normal Course Issuer Bid (2,538) (35.2) = = 
Balance — end of year 121,201 $ 1,698.3 122,279 $ 1,688.0 
2001 2000 
Number Number 
of warrants of warrants 
(thousands) Amount (thousands) Amount 
Warrants 
Balance — beginning of year 465 §$ ya | SO0r=as 2.9 
Exercised during the year (455) (2.7) (35) (0.2) 
Expired during the year (10) = — = 
Balance — end of year - §$ ~ AGS Qo 
Contributed surplus 
2001 2000 
Balance — beginning of year $ 1.9 Bes 1.9 
Purchase of shares under Normal Course Issuer Bid (1.9) = 
Balance — end of year $ — Bas 1.9 


Normal Course Issuer Bid 

On January 17, 2001, the Company announced its intention to make a Normal Course Issuer Bid through the facilities of the Toronto Stock 
Exchange and the New York Stock Exchange to purchase up to 6,114,726 common shares or 5% of the outstanding common shares of 
the, Company on the date of announcement during the 12-month period beginning January 22, 2001, and ending January 21, 2002. As 
at December 31, 2001, the Company had purchased 2,537,800 common shares for a total cost of $113.3 million. The excess cost over 
book value of the shares purchased was applied to contributed surplus and retained earnings. 


In January 2002, the Company renewed its Normal Course Issuer Bid, allowing the Company to purchase up to 6,060,180 common 
shares or 5% of the Company’s outstanding common shares on the date of announcement, during the 12-month period beginning January 
23, 2002 and ending January 22, 2003. 


Dividend policy 
On January 17, 2001, the Company announced the payment of a regular quarterly dividend of $0.10 per common share payable in 
January, April, July and October of each year. 
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Warrants 
During 1999, the Company issued 500,000 warrants at an ascribed value of $2.9 million to acquire property, plant and equipment. Each 
warrant entitled the holder to acquire one common share of the Company at a price of $30 per common share until August 16, 2001. 


Stock options 

The Company's stock option plan provides for granting of options to certain directors, officers and employees. Options granted under the 
plan have a maximum term of six years to expiry and vest equally over a five-year period starting on the first anniversary date of the grant. 
The exercise price of each option granted equals the market price of the Company's common shares on the date of grant. 


The following table summarizes the information relating to stock options outstanding at December 31, 2001, and 2000: 


2001 2000 

Weighted Weighted 
Stock average Stock average 
options exercise options exercise 
(thousands) price (thousands) price 
Outstanding — beginning of year 10,664 $ 32.78 9,664 $ 25.99 
Granted 3,500 $ 40.85 5,202 $ 39.18 
Exercised (1,005) $ 29.12 (3,188) $ 20.48 
Forfeited (1,108) $ 39.89 (1,014) $ 39.61 
Outstanding — end of year 12,051 $ 34.77 10,664 $ 32.78 
Exercisable — end of year 3,615 $ 31.42 2235 $ 29.80 

The range of exercise prices of stock options outstanding and exercisable at December 31, 2001, is as follows: 

Options outstanding Options exercisable 
Weighted 

average Weighted Weighted 
Options remaining average Options average 
outstanding term exercise exercisable exercise 
Range of exercise prices (thousands) bas (years) | price , (thousands) , price 
$19.88 to $24.99 1,473 2.6 $ 22.23 760 $ 22.41 
$25.00 to $29.99 1,403 2.1 $ 27.10 658 $ 27.20 
$30.00 to $34.99 4,160 3.1 $ 33.81 1,729 $ 34.10 
$35.00 to $39.99 3,050 4.9 $ 39.35 171 $ 38.33 
$40.00 to $48.10 1,965 4.8 $ 44.57 297 $ 44.32 
12,051 oy) $ 34.77 3,615 $ 31.42 


Stock-based compensation 

The Company accounts for its stock-based compensation using the intrinsic value method, whereby no compensation costs have been 
recorded in the financial statements for share options granted. Had the Company adopted the fair value based method of accounting, the 
compensation costs, along with the pro forma net earnings and pro forma net earnings per share for the Company would be as follows: 


2001 2000 
Stock-based compensation costs $ 18.8 B34 ekS 
Net earnings attributable to common shareholders 
As reported $ 698.2 $ 782.2 
Pro forma $ 679.4 $ 7737. 
Net earnings per common share attributable to common shareholders 
Basic 
As reported $ 5.76 AS RSRVAS, 
Pro forma $ 5.60 S66 
Diluted 
As reported $ 5.56 $a 6.50 
Pro forma $5.41 $6.43 


The pro forma amounts shown above do not include the compensation costs associated with stock options granted prior to January 1, 2000. 


The fair value of each option granted is estimated on the date of grant using the Black-Scholes option pricing mode! with the following 
weighted average assumptions: 


2001 2000 
Fair value of options granted (per share) 
Directors, officers and executives $ 16.52 $1635 
Other employees $ 13.56 $ 14.00 
Risk-free interest rate 5.20% 6.18% 
Expected life (years) 
Directors, officers and executives 555 B)3) 
Other employees 3.6 3:6 
Expected volatility 39% 38% 
Expected dividend yield 0.98% —% 


61 CANADIAN NATURAL RESOURCES LIMITED AR2001 


10 NET EARNINGS AND CASH FLOW FROM OPERATIONS PER COMMON SHARE 


The following table provides a reconciliation between basic and diluted per share amounts: 


2001 2000 1999 
(thousands) (thousands) (thousands) 
Weighted average shares outstanding 121,300 116,701 103,906 
Effect of dilutive stock options and warrants 2,594 2,624 739 
Assumed settlement of preferred securities with common shares 2,678 1,407 ~ 
Weighted average diluted shares outstanding 126,572 ZO D2 105,645 
(millions of Canadian dollars, except per share amounts) 2001 2000 1999 
a 
Net earnings attributable to common shareholders $ 698.2 $ ee $ 200.2 
Dividend on preferred securities (net of tax) 5.9 ASS) - 
Diluted net earnings attributable to common shareholders $ 704.1 SSees785: 0 2520072 
Net earnings per common share attributable to common shareholders 
Basic $ 5.76 | $ 6790en eS 1.93 
Diluted $ 5.56 es 6505275 1.90 
(millions of Canadian dollars, except per share amounts) 2001 2000 1999 
Cash flow from operations attributable to common shareholders $ 1,920.0 Ge 188356. ~ $ 1235 
Dividend on preferred securities 10.3 5.0 - 
Diluted cash flow from operations attributable to common shareholders $ 1,930.3 $ 1,888.6 $ WES S 
Cash flow from operations per common share attributable to common shareholders 
Basic $ 15.83 = $ 16.14" .$ 6.96 
Diluted $ 15.25 Seg 64a’ 6.85 


For the year ended December 31, 2001, 692,790 stock options with a weighted average exercise price of $45.78 (2000 — 1,861,475 stock 
options with a weighted average exercise price of $44.38; 1999 — 3,279,010 stock options with a weighted average exercise price of $34.11 and 
500,000 warrants with an exercise price of $30.00) were excluded from the calculation as their effect on per share amounts was antidilutive. 


11 FINANCIAL INSTRUMENTS 


Financial contracts 
The Company’s financial instruments recognized in the consolidated balance sheet consist of cash, accounts receivable, current liabili- 
ties and long-term debt. 


The estimated fair values of financial instruments have been determined based on the Company's assessment of available market informa- 
tion and appropriate valuation methodologies; however, these estimates may not be necessarily indicative of the amounts that could be 
realized or settled in a current market transaction. 


The carrying value of cash, accounts receivable, accounts payable, accrued liabilities and long-term debt with variable interest rates 
approximate their fair value. 


The estimated fair values of other financial instruments are as follows: 


2001 2000 
Carrying Fair Carrying Fair 
value value value j value 
Asset (Liability) 
Fixed rate notes $ (1,328.6) $ (1,336.9) $ (687.8) $ (693.6) 


Derivative financial instruments $ $ (32.9) $ —-  $ (238.9) 


The Company uses certain derivative financial instruments to manage its commodity price, foreign currency and interest rate exposures. These 
financial instruments are entered into solely for hedging purposes and are not used for trading or other speculative purposes. The following 
summarizes transactions outstanding at February 26, 2002: 


Term Volume Price Index 
Oil 
Oil price collars Jan. 2002 — Mar. 2002 65,000 bbls/day US $19.10 — US $22.28 WTI 
Apr. 2002 — Jun. 2002 31,000 bbls/day US $19.52 - US $23.37 WTI 
Apr. 2002 - Jun. 2002 18,500 bbls/day US $20.00 — US $23.33 WTI” 
Apr. 2002 - Dec. 2002 15,000 bbls/day US $19.00 — US $21.77 WTI 
Jan. 2002 — Dec. 2002 35,500 bbls/day US $20.55 -— US $26.00 WTI 
Dated 
Brent differential swaps Jan. 2002 —- Dec. 2002 15,000 bbls/day US $1.38 Brent/WTI 


® Financial derivative was entered into subsequent to December 31, 2001. 
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Natural Gas 


Empress — NYMEX differential swaps Jan. 2002 - Oct. 2006 


NYMEX swaps 
Sumas fixed 


AECO collars 


Foreign Currency 


Term Volume 


5,500 mmbiu/day 


Jan. 2002 — Oct. 2006 10,000 mmbtu/day 


Jan. 2002 — Oct. 2003 20,000 mmbtu/day 
Jan. 2002 — Mar. 2002 
Apr. 2002 — Jun. 2002 
Jan. 2002 — Jun. 2002 


190,000 GJ/day 
130,000 GJ/day 
100,000 GJ/day 


Term 


Price 


US $0.73 


Cdn $2.66 


Cdn $2.85 


Cdn $3.67 — Cdn $4.58 
Cdn $3.69 -— Cdn $4.48 
Cdn $3.23 -— Cdn $4.00 


Amount 
($ millions) 


Index 


Empress/ 
NYMEX 


NYMEX 
Sumas 
AECO 
AECO 
AECO 


Average 
exchange rate 
(US $/Cdn $) 


Currency fixed Jan. 2002 — Oct. 2002 US $0.4/month sy, 
Currency collars Jan. 2002 — May 2003 US $4.2/month 1.43 - 1.53 
Jan. 2002 — Aug. 2004 US $25.0/month 1.51 — 1.59 

Amount Fixed Floating 

Term ($ millions) rate rate 


Interest Rate 


Swaps - fixed to floating Jan. 2002 - Jul. 2004 US $200 6.70% LIBOR + 2.09% 
Jan. 2002 — Jul. 2006 US $200 6.70% LIBOR + 1.58% 
Jan. 2002 — Jan. 2005 US $100 7.20% LIBOR + 3.04%" 
Feb. 2002 — Jan. 2005 US $100 7.20% LIBOR + 2.96%" 
Jan. 2002 -— Jan. 2007 US $100 7.20% LIBOR + 2.23%" 
Feb. 2002 — Jan. 2007 US $100 7.20% LIBOR + 2.22%") 


“ Financial derivative was entered into subsequent to December 31, 2001. 


Credit risk 

Accounts receivable are mainly with customers in the oil and natural gas industry and are subject to normal industry credit risks. The 
Company minimizes these risks by entering into sales contracts with only highly rated entities. The Company is also exposed to certain 
losses in the event of non-performance by counterparties to derivative instruments; however, the Company minimizes this credit risk by 
entering into agreements with only highly rated financial institutions. 


12 CORPORATE ACQUISITION 

In July 2000, the Company issued 7,602,068 common shares at $47.10 per share and paid cash of $722.8 million to acquire all of 
the issued and outstanding common shares of Ranger Oil Limited (“Ranger”), a company engaged in the exploration for and development 
of petroleum and natural gas in the North Sea, North America and offshore West Africa. The acquisition was accounted for by the 
purchase method. The Company’s consolidated statements of earnings, retained earnings and cash flows include operating results of 
Ranger since the date of acquisition. The purchase price was allocated to net assets acquired based on their estimated fair values. 


Amount 
Property, plant and equipment $ 1,966.4 
Future site restoration @Z9%3) 
Future income tax (149.8) 
Net assets acquired $ 1,687.3 
Equity consideration RS. SUSE) 
Cash consideration 722.8 
Assumption of net debt 376.6 
Assumption of preferred securities 118.3 
Assumption of non-cash working capital 111.6 


Purchase price $ 1,687.3 
13 COMMITMENTS 


The Company has committed to certain payments over the next five years as follows: 


2002 2003 2004 2005 2006 
Natural gas transportation charges eSe | ILTAQ) Ie 88 WSO) = SAGO) | SS SHOPS) = A ANS) 
Oil transportation and pipeline charges Cee Orsam 18.0 $ 19.7 $ 15.8 $ 14.3 
Offshore equipment operating lease charges Soe Sats SS 4? Owe SIL SS SOLO: SS 12.6 
Electricity charges Fee LOOM Iky/aey — 285 Web SS LDaaS 0.5 
Office lease charges Pare SL Dis ei 12.9 $ e/a S Laas De eZ 
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14 SEGMENTED INFORMATION 
The Company's activities are conducted in three geographic segments: North America, the North Sea and offshore West Africa. All activi- 
ties relate to the exploration, development, production and marketing of crude oil, natural gas liquids and natural gas. 


North America 


2001 . 2000 ‘ 1999 
Revenue 
Oil and natural gas $ 2,996.8 $ 2,905.1 $ 1,286.8 
Less: royalties (551.3) (491.1) (187.9) 
2,445.5 2,414.0 1,098.9 
Expenses 
Production 580.2 462.6 252.0 
Depletion, depreciation and amortization 750.9 Sor. 384.3 
Administration 37.1 26.4 LO) 
Interest 129.7 155.5 90.1 
Foreign exchange loss (gain) 7.9 0.8 2.6 
Loss on sale of United States assets 24.1 = — 
1,529.9 123350 746.0 
Earnings Before Taxes 915.6 1181.0 352.9 
Taxes other than income tax 8.5 2S 8.1 
Current income tax 15.1 14.7 UE 
Future income tax 295.7 478.6 1368 
Net Earnings 596.3 675.4 200.2 
Dividend on preferred securities (net of tax) (5.9) (2.8) — 
Net Earnings Attributable to Common Shareholders $ 590.4 $672.6 S  2OOw 
Capital Expenditures”? $ 1,773.2 $ 965.2 $ 1,900.6 
Segmented Assets $ 7,654.0 $ 6,662.8 $ 4,850.8 


® North American capital asset expenditures for 2001 include a $190.4 million future tax addition (2000 — $76.6 million future tax recovery) on the purchase and 
sale of assets with a tax basis that differs from the purchase and sale price. 
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1999 


$ 1,286.8 
(187.9) 


North Sea Offshore West Africa Total 
2001 2000 1999 2001 2000 1999 | 2001 2000 
$ 523.0 Sige=282isr aes = 6S 41.6 §$ BGS = $ 3,561.4 meteors 
(27.8) (15) = (1.2) - = (580.3) (506.2) 
495.2 2077 - 40.4 34.6 — 2,981.1 ZIM 
123.3 54.9 = 27.0 15.4 - 730.5 532.9 
129.0 54.4 _ 23.9 2e5 = 903.8 644.6 
0.5 0.8 - - - - 37.6 ZY ee. 
8.3 6.8 ~ (0.2) - — 137.8 162.3 
553 32 - (LS) (1.6) - 14.7 2.4 
- = - - - = 24.1 - 
266.4 120.1 - 52i2 L6.3 = 1,848.5 1,369.4 
228.8 147.6 - (11.8) 18.3 - 1,132.6 1,346.9 
59.1 Sees - 15 3.9 = 69.1 49.5 
61.8 S357 - _ - = 76.9 48.4 
(9.0) (15.0) = (4.2) 0.4 = 282.5 464.0 
116.9 95.6 - (9.1) 14.0 = 704.1 785.0 
~ = - - - - (5.9) (2.8) 
$ 116.9 $ 95.6 $ - $ (9.1) §$ 14.0 $ - $ 698.2 Sau/822 
$ 97.8 $ 54.9 $ - $ 203.9 $ aes} $ _ $ 2,074.9 $ 1,059.4 
ks bos Pe) $ 878.3 $ - $433.2 See oe $ = $ 9,040.7 $ 73775.6 
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MOIS:9 


252.0 
334.3 


200.2 
$ 200.2 
$ 1,900.6 


$ 4,850.8 


15 DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED ACCOUNTING 


PRINCIPLES 


The Company's consolidated financial statements have been prepared in accordance with generally accepted accounting principles in 
Canada (“Canadian GAAP”). These principles conform in all material respects to those in the United States (“US GAAP”) except for those 
noted below. Differences arising from US GAAP disclosure requirements have not been addressed in this document. 


The application of US GAAP would have the following effects on consolidated net earnings as reported: 


(millions of Canadian dollars) Notes 


Net earnings — Canadian GAAP 
Adjustments (net of tax) 


Depletion (C) 
Deferred unrealized foreign exchange loss (B,E) 
Derivative financial instruments (D) 
Dividend on preferred securities (E) 
Deferred income taxes (A) 


Net earnings - US GAAP 


Per common share (Canadian dollars) 
Basic 
Diluted 


Comprehensive income under US GAAP would be as follows: 


(millions of Canadian dollars) Notes 
Net earnings — US GAAP 

Adoption of SFAS 133 (D) 
Amortization of SFAS 133 adjustment (D) 
Foreign currency translation adjustment (F) 


Comprehensive income 


The application of US GAAP would have the following effects on the balance sheet as reported: 


(millions of Canadian dollars) Notes 
Property, plant and equipment (C) 
Deferred unrealized foreign exchange loss (B) 
Derivative financial instruments (D) 
Deferred income taxes (A) 
Long-term debt (E) 


Shareholders’ equity 


(millions of Canadian dollars) Notes 
Property, plant and equipment (C) 
Deferred unrealized foreign exchange loss (B) 
Derivative financial instruments (D) 
Deferred income taxes (A) 
Long-term debt (EB) 


Shareholders’ equity 


Notes: 


2001 2000 1999 

$ 704.1 $ [85.0 == S = —2 O02 

5.1 Syl (6.2) 

(5505) ba) 19.3 

60.9 (6.4) 20.9 

(5.9) (2.8) = 

= = (14.0) 

$ 708.7 Gans 765.7 $2 = 220:2 

$ 5.84  ¢ 6: 50min Bee 

$ 5.65 Tes 6.37 $ 2.08 

2001 2000 1999 

$ 708.7 TaSeae/65e7 $ 220.2 

(124.5) = = 

54.1 ae ny 

72.8 = i 

$ 711.1 Ws USS TE SS 220.2 
2001 

Canadian Increase US 

GAAP (decrease) GAAP 

$ 8,442.9 $ (76.5) $ 8,366.4 

$ 61.9 §$ (61.9) $ = 

$ $ 32.2 $ Bi2e2 

$ 1,779.2 $ (27-7) S$ 1751.5 

$ 2,669.2 $ 127.4 $ 2,796.6 

$ 3,868.9 $ (270.3) $ 3,598.6 
2000 

Canadian Increase US 

GAAP (decrease) GAAP 

See A leh aes (85:4)= 7 $.67-056.1 

$ isitsy | O88 (S28) ies - 

$ - § BRE Ss 22.4 

Sole AAAS (Sile2) See S eles oee 

Ry 2 bay ey KS 120.0 $ 2)574.5 

$3, 2169 pres (210.4) ($13: 006:5 


A. Effective January 1, 2000, the Company adopted the liability method of accounting for income taxes for Canadian GAAP purposes. The 
new standard was adopted retroactively without restating prior periods. This standard is substantially similar to the accounting stan- 
dard for income taxes under US GAAP; therefore, there are no material GAAP differences since the date of adoption. 


B. The Company has deferred unrealized gains and losses on translation of long-term debt denominated in foreign currencies and is amor- 
tizing them over the remaining term of the debt. Under US GAAP, gains or losses on the translation of long-term debt are recorded in 


earnings as they occur. 


C. Using Canadian full cost accounting rules, costs capitalized in each cost centre, net of future income taxes and future site restoration 
costs, are limited to an amount equal to the undiscounted, unescalated future net revenues from proved reserves plus the lower of cost 
or estimated fair market value of unproved properties (“the ceiling test”). Under the full cost method of accounting as set forth by the 
US Securities and Exchange Commission (“SEC”), the ceiling test differs from Canadian GAAP in that future net revenues from proved 


reserves are discounted at 10%. 
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D. The Company uses certain derivative financial instruments to manage its commodity price and foreign currency exposure in relation to 
future firmly committed and anticipated sales transactions. The Company has also used interest rate swaps to manage its interest rate 
exposure. Under Canadian GAAP these derivative financial instruments qualify, and are accounted for, as hedges of these transactions. 


Effective January 1, 2001, the Company adopted Statement of Financial Accounting Standard (“SFAS”) 133 “Accounting for Derivative 
Instruments and Hedging Activities” and SFAS 138 “Accounting for Certain Derivative Instruments and Certain Hedging Activities” to 
account for its commodity price and interest rate swap derivative financial instruments under US GAAP. Under SFAS 133, all deriva- 
tive financial instruments are recognized on the balance sheet at their fair value. Changes in the fair value of derivative financial 
instruments are recognized in earnings unless specific criteria for hedging are met. At December 31, 2001, none of the outstanding 
derivative financial instruments had been designated as hedges for US GAAP purposes. 


Adoption of SFAS 133 resulted in the Company recognizing a derivative financial instruments liability of $183.4 million and a charge 
to comprehensive income of $124.5 million, net of future income tax recoveries of $58.9 million. Of the initial liability recognized on 
January 1, 2001, a loss of $54.1 million, net of future income tax recoveries of $25.6 million, was reclassified to net earnings during 
the year. It is estimated that for 2002, a loss of $31.0 million, net of future income tax recoveries of $14.7 million, will be reclassi- 
fied to net earnings. 


Under US GAAP, foreign currency swap contracts used to hedge foreign currency exposure to anticipated, but not firmly committed, 
transactions cannot be accounted for as hedges under SFAS 52 “Foreign Currency Translation”. Accordingly, for US GAAP reporting, 
gains and losses from changes in the fair market value of foreign currency swap contracts related to these anticipated transactions are 
recognized in income when those changes in market value occur. 


E. Under Canadian GAAP, the preferred securities are considered to be equity because the Company has the unrestricted right to pay div- 
idends, principal and principal prepayments with common shares. Under US GAAP, the Company’s preferred securities would be 
classified as debt rather than as equity. Accordingly, the dividend on the preferred securities would be classified as an expense rather 
than a dividend. 


F. Under US GAAP, exchange gains and losses arising from the translation of self-sustaining foreign operations are included in compre- 
hensive income. 


G. The Company has included transportation costs of $84.2 million, $67.8 million and $46.1 million in oil and natural gas revenues for 
the years ended December 31, 2001, 2000 and 1999, respectively. 


H. Recently Issued Accounting Standards 
Foreign exchange 
Effective January 1, 2002, the Company adopted the Canadian Institute of Chartered Accountants’ (“CICA”) amendments to CICA 
1650 “Foreign Currency Translation”. The amended standard no longer allows for the deferral and amortization of foreign exchange 
gains and losses on foreign denominated long-term monetary assets and liabilities over the life of the asset or liability. As a result, 
all foreign exchange gains and losses must flow through earnings in the year in which they occur. This results in similar accounting 
treatment as current US GAAP. The changes will be adopted retroactively and prior year comparatives will be restated. 


Hedging 
In December 2001, the CICA issued Accounting Guideline 13 “Hedging Relationships”. The guideline establishes conditions for when 
hedge accounting may be applied, but does not establish accounting treatment for hedges. 


Callable debt obligations 

In October 2001, the CICA Emerging Issues Committee (“EIC”) issued EIC 122 “Callable Debt Obligations” to clarify the balance 
sheet classification of callable debt obligations as current or long-term. Application of this EIC did not result in the reclassification 
of any of the Company’s debt to current from long-term. 


Business Combinations and Goodwill 

During 2001, the CICA issued CICA 1581 “Business Combinations” and CICA 3062 “Goodwill and Other Intangible Assets” and the 
Financial Accounting Standards Board (“FASB”) issued SFAS 141 “Business Combinations” and SFAS 142 “Goodwill and Other 
Intangible Assets”. The CICA and FASB accounting standards are substantially the same. Under the new standards, all business com- 
binations initiated after June 30, 2001, must be accounted for by the purchase method, which may result in the recognition of goodwill. 
Goodwill and other intangible assets with indefinite lives will no longer be amortized but will be subject to periodic impairment tests. 
Adoption of these new standards is prospective and has no impact on the Company's financial statements as at December 31, 2001. 


Accounting for Asset Retirement Obligations 

In June 2001, FASB issued SFAS 143 “Accounting for Asset Retirement Obligations”. SFAS 143 requires recognition of the fair value 
of the retirement obligation for long-lived tangible assets as a liability on the Company’s balance sheet. Retirement cost equal to the 
retirement liability is to be capitalized as part of the cost of the related capital asset and amortized to expense over the life of the asset. 
This new standard is effective for fiscal years beginning on or after June 25, 2002. Adoption of this standard will result in an increase 
in property, plant and equipment and future site restoration on the Company’s balance sheet but is not expected to have a material 
impact on earnings. 


Accounting for the Impairment or Disposal of Long-Lived Assets 

In August 2001, FASB issued SFAS 144 “Accounting for the Impairment or Disposal of Long-Lived Assets”. This standard supercedes 
SFAS 121 “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of” and Accounting 
Principles Board Opinion 30 “Reporting Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and 
Extraordinary, Unusual and Infrequently Occurring Events and Transactions”. The standard requires that an impairment be recognized 
on long-lived assets when the expected undiscounted cash flows are less than the carrying amount. The standard also addresses long- 
lived assets to be disposed of and discontinued operations. Adoption of this standard is not expected to have a material impact on the 
Company’s financial statements. 
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SUPPLEMENTARY OIL AND NATURAL GAS INFORMATION (UNAUDITED) 
This supplementary oil and natural gas information is provided in accordance with the United States SFAS 69 “Disclosures about Oil and 
Gas Producing Activities”. 


Net Proved Oi! and Natural Gas Reserves 
The Company retains independent petroleum engineering consultants to evaluate the majority of the Company’s proved oil and natural 
gas reserves, with the remainder evaluated by the Company’s internal petroleum engineers. 


e For the year ended December 31, 2001, the reports by Sproule Associates Limited (“Sproule”) covered 91% of the Company’s reserves. 

e For the year ended December 31, 2000, reports by Sproule (Canadian assets), Ryder Scott Company (US assets) and AEA Technology 
(international assets) covered 98% of the Company’s reserves. 

© For the year ended December 31, 1999, the report by Sproule covered 97% of the Company’s reserves. 


Proved oil and natural gas reserves are the estimated quantities of crude oil, natural gas and natural gas liquids that geological and engi- 
neering data demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic and 
operating conditions. Proved developed reserves are reserves that can be expected to be recovered from existing wells with existing equip- 
ment and operating methods. 


Estimates of oil and natural gas reserves are subject to uncertainty and will change as additional information regarding producing fields 
and technology becomes available and as future economic and operating conditions change. 


The following table summarizes the Company’s proved and proved developed oil and natural gas reserves, net of royalties, as at December 31, 2001, 
2000, and 1999: 


Oil and Natural Gas Liquids 


North North Offshore 

(mmbbls) America Sea _ West Africa Total 
Net proved reserves 
Reserves, December 31, 1998 Pegi — - 251 
Extensions, discoveries 24 - - 24 
Purchases of reserves in place 237 - - 237 
Sales of reserves in place = = = = 
Production (28) = - (28) 
Revisions of previous estimates VI - = 17 
Reserves, December 31, 1999 501 - ~ 501 
Extensions, discoveries 59 - = 59 
Purchases of reserves in place 68 97 30 195 
Sales of reserves in place (13) = = (13) 
Production (51) (6) (1) (58) 
Revisions of previous estimates 4 2 1 7 
Reserves, December 31, 2000 568 93 30 691 
Extensions, discoveries 13 ~ 37 50 
Purchases of reserves in place 14 - 8 22 
Sales of reserves in place (1) - - (1) 
Production (54) (13) (1) (68) 
Revisions of previous estimates 43 (2) (14) 27 
Reserves, December 31, 2001 583 78 60 774i 
Net proved developed reserves: 

December 31, 1998 150 - - 150 

December 31, 1999 299 - = 299 

December 31, 2000 328 61 2 391 

December 31, 2001 344 51 20 415 


68 CANADIAN NATURAL RESOURCES LIMITED AR2001 


Natural Gas 


North North Offshore 
(bcf) America Sea West Africa Total 
Net proved reserves 
Reserves, December 31, 1998 i553 - - 55S, 
Extensions, discoveries 210 ~ - 210 
Purchases of reserves in place 248 ~ - 248 
Sales of reserves in place (16) - - (16) 
Production (217) - = (217) 
Revisions of previous estimates (7) = = (7) 
Reserves, December 31, 1999 Va = - ie 
Extensions, discoveries 201 - ~ 201 
Purchases of reserves in place 214 89 52 355 
Sales of reserves in place (33) - - (33) 
Production (226) (1) - (227) 
Revisions of previous estimates (32) 3 1 (28) 
Reserves, December 31, 2000 1,895 91 5S 2,039 
Extensions, discoveries 379 - - 379 
Purchases of reserves in place 134 - 23 157 
Sales of reserves in place (20) - (20) 
Production (255) (4) (259) 
Revisions of previous estimates (69) y | (9) (71) 
Reserves, December 31, 2001 2,064 94 67 2,225 
Net proved developed reserves: 
December 31, 1998 1,261 - - ieZo! 
December 31, 1999 1,466 - - 1,466 
December 31, 2000 1,569 32 - 1,601 
December 31, 2001 1,845 19 16 1,880 
Capitalized Costs Related to Oil and Natural Gas Activities 
2001 
North North Offshore 
(millions of Canadian dollars) America Sea : West Africa Total 
Proved properties $ 9,194.3 $ 990.7 $ 376.8 $10,561.8 
Unproved properties 584.6 59.6 48.4 692.6 
9,778.9 1,050.3 425.2 11,254.4 
Less: accumulated depletion and depreciation (2,704.4) (184.7) (15.3) (2,904.4) 
Net capitalized costs $ 7,074.5 $ 865.6 $ 409.9 $ 8,350.0 
2000 
North North Offshore 
(millions of Canadian dollars) America : Sea West Africa Total 
Proved properties pie Oly aouene DOC Omen Samy? 0) Ou mu bea 4.616 
Unproved properties 493:3 ANS) 14.8 553.6 
8,010.6 868.3 22ARS 9,100.2 
Less: accumulated depletion and depreciation (2,004.2) (52:3) (0.9) (2,057.4) 
Net capitalized costs SiG O06 4 Game ClO Or pe e204 ee e048 
1999 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
Proved properties Seb AGW o ees = § =) S$ 545657 
Unproved properties ASin® - - 437.0 
5,893.7 ~ ~ 5,893.7 
Less: accumulated depletion and depreciation (1,444.1) - - (1,444.1) 
Net capitalized costs $ 44496 $ = '§$ = $ 4449.6 
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Costs Incurred in Oil and Natural Gas Activities 


2001 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa ; Total 
Property acquisitions 
Proved $ 647.2 $ $ 62.4 $ 709.6 
Unproved 73.0 1.5 - 77-5 
Exploration 60.9 24.7 63.7 149.3 
Development 986.0 68.3 11S 1,132.1 
$ 1,76 $ 97.5 $ 203.9 $ 2,068.5 
2000 
North North Offshore 
(millions of Canadian dollars) — = Americal Sea West Africa Total 
Property acquisitions 
Proved $649,655 70S 20g 4S 182.0 $ 1,599.8 
Unproved 168.2 45.3 - PPS) 
Exploration 47.9 Za: 15.9 66.5 
Development 785.4 Bye) 23.4 860.9 
Gy Geran ae Sh eicteney NS Ss BO. 
1999 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
aes ; oS 
Property acquisitions 
Proved FA Ne2 Ob aes =. $ Spey alee 
Unproved LO2e7, ~ - Qh 
Exploration 35.9 - - 35.9 
Development 413.9 ~ - 413.9 
$ 1,897.9 $ = —- _$ 1,897.9 


Results of Operations from Oil and Natural Gas Producing Activities 
Canadian Natural’s results of operations from oil and natural gas producing activities for 2001, 2000, and 1999 are summarized in the 
following table: 


2001 
North North Offshore 
(millions of Canadian dollars) America Sea ro West Africa Total 
Oil and natural gas revenue (net of royalties) $ 2,437.8 $$ 495.1 $ 40.4 $ 2,973.3 
Production expenses 580.2 : 27.0 730.5 
Depletion, depreciation and amortization 741.2 23.9 894.1 
Care) 469.9 


Tax expense 358.4 
Results of operations $ 


758.0 $ (7.8) $ 878.8 


2000 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
Oil and natural gas revenue (net of royalties) See Al ee pea amen SAO te See Seo 
Production expenses 462.6 54.9 15.4 09229 
Depletion, depreciation and amortization Oy LS) 54.4 Zao 636.1 
Tax expense 459.9 70.8 4.3 535.0 
Results of operations $ 909.5 $ SI Oee Ss 12.4  $ 1,009.5 
1999 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
Oil and natural gas revenue (net of royalties) CS Uae ay 285 NaS SS Se ONS 
Production expenses 252.0 - - PSVEAO) 
Depletion, depreciation and amortization 388.6 E Z 388.6 
Tax expense 160.8 - - 160.8 
Results of operations Coes Cela es =e SPECS 


Standardized Measure of Discounted Future Net Cash Flows from Proved Oil and Natural Gas Reserves and Changes Therein 

The following standardized measure of discounted future net cash flows from proved oil and natural gas reserves has been computed using 
year-end prices and costs and year-end statutory income tax rates. A mid-year discount factor of 10% has been applied in determining 
the standardized measure of discounted future net cash flows. 
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The Company does not believe that the standardized measure of discounted future net cash flows will be representative of actual future 
net cash flows and should not be considered to represent the fair value of the oil and natural gas properties. Actual net cash flows will 
differ from the presented estimated future net cash flows in that: 


e Future production will include production not only from proved properties, but may also include production from probable and 
potential reserves; 

e Future production of oil and natural gas from proved properties will differ from reserves estimated; 

e Future production rates will vary from those estimated; 

e Future rather than year-end prices and costs will apply; 

e Economic factors such as interest rates, regulatory and fiscal environments and operating conditions will change; 

e Future estimated income taxes do not take into account the effects of future exploration expenditures; and 

e Future estimated petroleum revenue tax, which takes into account the effects of certain future development expenditures, 
will differ from that estimated. 


Future net revenues, development, production and restoration costs have been based upon the estimates referred to above. 


The following tables summarize the Company’s future net cash flows relating to proved oil and natural gas reserves based on the standardized 
measure as prescribed in SFAS 69: 


2001 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
Future cash inflows $ 19,206.9 $ 3,089.0 $ 1,738.4 $ 24,034.3 
Future production costs (6,587.4) (1,367.8) (575.6) (8,530.8) 
Future development and restoration costs (1,203.8) (354.3) (555.5) (2,113.6) 
Future taxes (2,781.8) (548.5) (136.1) (3,466.4) 
Future net cash flows 8,633.9 818.4 471.2 9,923.5 
10% annual discount for timing of future cash flows (3,387.8) (241.4) (148.5) (3,777.7) 
Standardized measure of future net cash flows $ 5,246.1 $ 5771 Ones 322.7 $$ 6,145.8 
2000 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa Total 
Future cash inflows $33,126.7 $ 3,999.2 $ 1,209.9 $38,335.8 
Future production costs (5,997.7) (1,701.7) (376.5) (8,075.9) 
Future development and restoration costs (1,269.9) (426.9) (179.4) (1,876.2) 
Future taxes (8,039.7) (766.1) (232.4) (9,038.2) 
Future net cash flows 17,819.4 1,104.5 421.6 OVS A Ss5) 
10% annual discount for timing of future cash flows (6,988.7) (366.2) Gis) (7,466.4) 
Standardized measure of future net cash flows SLOSS OR sie See SS Same Pear OlLOnu $11,879.1 
1999 
North North Offshore 
(millions of Canadian dollars) America Sea West Africa s Total 
Future cash inflows $18,271.00 $¢ BES eee uliese2 ales) 
Future production costs (3,668.7) = = (3,668.7) 
Future development and restoration costs (840.8) = - (840.8) 
Future taxes (3,860.8) - = (3,860.8) 
Future net cash flows 9,900.7 - — 9,900.7 
10% annual discount for timing of future cash flows (4,071.8) = - (4,071.8) 
Standardized measure of future net cash flows $ 5,828.9 $¢ SSeS = $195,828.9 


The principal sources of change in the standardized measure of discounted future net cash flows are summarized in the following table: 


(millions of Canadian dollars) 2001 2000 1999 
Sales of oil and natural gas produced (net of production costs) $ (1,393.6) $ (1,328.0) $ (496.5) 
Net changes in prices and production costs (9,132.3) syiouliays7/ 1-95 5y0 
Extensions, discoveries and improved recovery 1,069.0 1,740.0 b5Ze2 
Changes in estimated future development costs (166.3) (678.2) (159.1) 
Purchases of reserves in place 430.9 4,078.0 S44 25nl 
Sales of reserves in place (34.2) (319.4) GEST) 
Revisions of previous estimates 63.6 (84.7) PAM foal 
Accretion of discount 1,744.8 810.2 219.2 
Timing and other (1,729.4) (560.4) 221.0 
Net change in income taxes 3,414.2 (3,223.0) (1,894.7) 
Net change (5,733.3) 6,050.2 4,020.3 
Balance — beginning of year 11,879.1 5,828.9 1,808.6 
Balance — end of year $ 6,145.8 Bisnis 7om $ 5,828.9 
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ten-year review 


Years ended December 31 


FINANCIAL 
($ millions, except per share data) 
Revenue (net of royalties) 
Expenses 
Taxes 
Cash flow from operations attributable to common shareholders 
Per share* 
Net earnings attributable to common shareholders 
Per share* 
Balance sheet information 
Net capital expenditures 
Working capital (deficiency) surplus 
Total assets 
Long-term debt 
Shareholders’ equity 
Common shares outstanding (millions) 
Weighted average shares outstanding (millions) 
Number of employees (December 31) 


OPERATING 
Reserves (proved and probable) 
Crude oil and NGLs (mmbbIs) 
Proved 
North America 
North Sea 
Offshore West Africa 
Probable 
North America 
North Sea 
Offshore West Africa 


Natural gas (bcf) 

Proved 
North America 
North Sea 
Offshore West Africa 

Probable 
North America 
North Sea 
Offshore West Africa 


DAILY PRODUCTION 
Crude oil and NGLs (mbbIs) 
North America 
North Sea 
Offshore West Africa 


Natural gas (mmcf) 
North America 
North Sea 


Average crude oil and NGLs price ($/bb/) 
Average natural gas price ($/mcf) 
Core undeveloped land holdings (millions of acres) 
Gross 
Net 
Drilling activity (net wells) 
Crude oil wells 
Natural gas wells 
Injection/stratigraphic 
Dry and abandoned 


Success rate (%) 
*Restated to reflect two for one stock split in June 1993. 


2001 2000 1999 
2,981.1 2,716.3 1,098.9 
1,848.5 1,369.4 746.0 

428.5 5olg hoes, 
1,920.0 1,883.6 723.5 

15.83 16.14 6.96 

698.2 782.2 200.2 

5.76 6.70 ileehs; 
1,884.5 2,023.3 1,900.6 
(5.6) (ES) 36.4 
9,040.7 Tf fOL© 4,850.8 
2,669.2 2,454.5 2, LO678 
3,868.9 S216.9 1,892.0 

121.2 IZ} MAES 

121.3 116.7 103.9 

1,186 943 675 

644 642 554 
85 102 - 
61 37 - 
95 88 86 
23 33 oa 
51 o - 

959 911 640 

2,566 2,360 2,183 

94 eh - 
69 66 = 

349 402 364 
24 23 - 
27 US) = 

3,129 Z,90 2,547 

167 155 87 
36 i. = 

5 2 ~ 

206 174 87 

906 US HZ 
12 1 ey 

918 794 UES 

24.31 29199) 21.04 

5.16 4.53 2236 

10.6 eS 6.2 
7.8 8.0 4.8 

231 Sas Palit 

476 408 458 

353 38 9 
32 34 49 

1,092 813 727 

97% 96% 93% 
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1998 1997 1996 1995 1994 1993 ithe 


760.8 768.7 58253 245.4 221.2 NS1S)55) 66.2 
635.9 552-5 346.7 ISIS) 123.6 75.4 42.5 
65.9 105.0 90.6 S15 43.4 25.8 9.8 
444.2 503.0 S097, IBSHS 15228 94.2 41.8 
4.47 S13 4.32 Pee Pose) 1.64 0.81 
59.0 eS O50) 42.4 54.2 34.3 13-9 
0.59 1.14 1.14 0.61 0.85 0.60 OZI 
609.7 IAS) 2s 203.6 238.8 3312 CT Ase 90.0 
SES) (18.6) (0.8) Sa 4.0 AD. (2.0) 
3,247.4 Zoo tee 2,062.6 900.4 137.8 436.9 MSZ 
1,425.5 iS. G86 588.0 23fa7 242.9 189.2 60.5 
1,277.4 1,204.3 1,074.2 496.3 356.2 Me 81.5 
99.8 98.8 97.4 74.0 66.7 SES) 54.4 
SSK) 98.0 83.2 69s 6379 57.6 ols 
547 542 428 205 162 123 61 
287 270 141 5S 43 29 14 
97 81 50 24 14 14 5 
3384 Sol 19e 77 bY. 43 19 
1,905 es: 1,605 924 894 666 8383 
Sulit 363 362 208 7/5 101 25 
Zue NO 2,096 1,967 ley 1,069 767 358 
76 UA. 37 Ly 13 8 4 
76 71 Si 17 is 8 4 
673 626 499 305 238 165 94 
673 626 499 305 238 165 94 
E293 18.82 23202 19.82 18.18 18.17 20.84 
2aVZ IASI e/a 1.43 199 We Iasi 
He Day, pk 3.0 26 2.0 0.6 
4.8 4.9 4.2 2.4 20) Ie) 0.5 
107 443 209 113 44 33 10 
195 200 128 74 138 68 20 
US 1 1 - - = = 

43 67 63 22 44 28 21 
358 TA 401 209 226 129 51 
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corporate information 
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Eldon R. Smith, m.o.© 
Professor and Former Dean, 
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Allan P. Markin 
Chairman 


John G. Langille 
President 


Brian L. Illing 
Executive Vice-President, Exploration 
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Executive Vice-President, Operations 
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Senior Vice-President, International 
and Corporate Development 


Tim S. McKay 
Senior Vice-President, North 
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Réal M. Cusson 
Vice-President, Marketing 


Réal J.H. Doucet 
Vice-President, Oil Sands 


Douglas A. Proll 
Vice-President, Finance 


Lyle G. Stevens 
Vice-President, Exploitation 


Corporate Office 

Canadian Natural 

Resources Limited 

2500, 855 — 2 Street SW 
Calgary, Alberta T2P 4J8 
Telephone: 403.517.6700 
Facsimile: 403.517.7350 
Email: investor.relations@cnrl.com 


Website 
www.cnrl.com 


Registrar and Transfer Agent 
Computershare Trust Company 


of Canada 
Calgary, Alberta 
Toronto, Ontario 
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PricewaterhouseCoopers LLP 
Calgary, Alberta 


Evaluation Engineers 


Sproule Associates Limited 
Calgary, Alberta 


Stock Listing 
The Toronto Stock Exchange 
Symbol: CNQ 


New York Stock Exchange 
Symbol: CED 


Notice of Annual Meeting 

The annual meeting of share- 
holders will be held at 3:00 p.m. 
on Thursday, May 9, 2002, 

in the Ballroom of the 
Metropolitan Centre, Calgary, 
Alberta. All shareholders are 
invited to attend. 


Company Definition 

Throughout the annual report, 
Canadian Natural Resources 
Limited is referred to as “Canadian 
Natural” or the “Company”. 


Currency 

All amounts are reported in 
Canadian currency unless 
otherwise stated. 
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Volume Reporting 

All production, sales and reserve 
statistics are Canadian Natural’s 
working interest amounts before 
deduction of royalties, unless 
stated otherwise. Where volumes 
are reported in barrels of oil 
equivalent (“boe”), natural gas is 
converted to oil at six thousand 
cubic feet per barrel unless oth- 
erwise noted. This conversion 
ratio approximates relative heat- 
ing values. 


Abbreviations 

bbls = barrels 

mbbls = thousand barrels 
mmbbls = million barrels 

mcf = thousand cubic feet 
mmef = million cubic feet 
bef = billion cubic feet 

boe = barrels of oil equivalent 


Forward-looking Statements 
Certain information regarding the 
Company contained herein may 
constitute forward-looking state- 
ments under applicable securities 
laws. Such statements are sub- 
ject to known or unknown risks 
and uncertainties that may cause 
actual results to differ materially 
from those anticipated in the for- 
ward-looking statements. 


Common Share Dividend 

Prior to 2001, dividends had not 
been paid on the common shares 
of Canadian Natural. On January 
17, 2001, the Board of Directors 
approved a dividend policy for the 
payment of a regular quarterly 
dividend of $0.10 per common 
share commencing April 2001. 
This was subsequently increased 
25% to $0.125 per common 
share effective April 2002. These 
dividends will be payable in 
January, April, July and October 
of each year. The dividend policy 
of the Company continues to be 
under periodic review by the 
Board of Directors and is subject 
to change at any time depending 
upon the earnings of the 
Company, its financial require- 
ments and other factors existing 
at the time. 
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owner operator 
core area focus 
balanced assets 
project inventory 
defined capital discipline 


team commitment 


environmental responsibility 
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